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Cautionary Statement Regarding Forward-Looking Statements 


This Annual Report on Form 10-K (this “Annual Report”) contains forward-looking statements within the meaning of the “safe harbor” provisions of the Private Securities Litigation Reform Act 
of 1995 that reflect future plans, estimates, beliefs and expected performance. The forward-looking statements depend upon events, risks and uncertainties that may be outside of our control. The 
words “anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “intends,” “may,” “might,” “plan,” “possible,” “potential,” “predict,” “project,” “should,” “will,” “would” and similar 
expressions may identify forward-looking statements, but the absence of these words does not mean that a statement is not forward-looking. You are cautioned that our business and operations are 
subject to a variety of risks and uncertainties, many of which are beyond our control, and, consequently, our actual results may differ materially from those projected. 


0 6 0 66 0 66 7 66 9 66 > 66 97 66, 


Factors that could cause or contribute to such differences include, but are not limited to, those identified below and those discussed in the section entitled “Risk Factors” included elsewhere in 
this Annual Report. Any statements contained herein that are not statements of historical fact may be forward-looking statements. 


* factors relating to our business, operations and financial performance, including: 
* our ability to effectively compete in the global entertainment and gaming industries; 
* — our ability to successfully acquire and integrate new operations; 
* — our ability to obtain and maintain licenses with gaming authorities; 
* — our inability to recognize deferred tax assets and tax loss carryforwards; 


* market and global conditions and economic factors beyond our control, including the potential adverse effects of the global coronavirus (“COVID-19”) pandemic, as well as the potential 
impact of general economic conditions, including inflation and rising interest rates, on our liquidity, operations and personnel; 


* — significant competition and competitive pressures from other companies worldwide in the industries in which we operate; 
* our ability to raise financing in the future; 
* our success in retaining or recruiting officers, key employees or directors; and 


¢ litigation and the ability to adequately protect our intellectual property rights. 


Due to the uncertain nature of these factors, management cannot assess the impact of each factor on the business or the extent to which any factor, or combination of factors, may cause actual 
results to differ materially from those contained in any forward-looking statements. 


Any forward-looking statement speaks only as of the date on which such statement is made, and we undertake no obligation to update any of these statements to reflect events or circumstances 
occurring after the date of this Annual Report, except as required by applicable law. New factors may emerge and it is not possible to predict all factors that may affect our business and prospects. 


PART I 


On May 5, 2022 (the “GNOG Closing Date”), DraftKings Inc. (formerly New Duke Holdco, Inc.) consummated the acquisition of Golden Nugget Online Gaming, Inc., a Delaware corporation 
(together with its subsidiaries unless the context requires otherwise, ““GNOG”), pursuant to a definitive agreement and plan of merger, dated August 9, 2021 (the “GNOG Merger Agreement”’), in an 
all-stock transaction (the “GNOG Transaction”). In connection with the GNOG Transaction, DrafiKings Inc. undertook a holding company reorganization whereby DraftKings Inc. became the 
going-forward public company and the direct parent company of both DrafiKings Holdings Inc. (formerly DraftKings Inc.), a Nevada corporation (“Old DraftKings”’), and GNOG. DraftKings Inc. is 
the registrant filing this Annual Report on Form 10-K as the successor registrant for Old DraftKings. Unless otherwise indicated or the context otherwise requires, the terms “DraftKings”, the 
“Company”, “we”, “us” and “our” refer to DraftKings Inc. (or, in respect of periods prior to the GNOG Closing Date, Old DraftKings), together with its consolidated subsidiaries. 
Item 1. Business. 

Overview 


We are a digital sports entertainment and gaming company. We provide users with online sports betting (“Sportsbook”), online casino (“iGaming”) and daily fantasy sports (“DFS”) product 
offerings, as well as DraftKings Marketplace (“Marketplace”), retail sportsbook, media and other consumer product offerings. We are also involved in the design and development of sports betting 
and casino gaming software for online and retail sportsbooks and iGaming operators. On May 5, 2022, we acquired GNOG in an all-stock transaction to enable us to leverage Golden Nugget’s 
established brand to broaden our reach into new customer segments and enhance the combined company’s iGaming product offering through our vertically-integrated technology stack and GNOG’s 
unique capabilities, including live dealer. 


Our mission is to make life more exciting by responsibly creating the world’s favorite real-money games and betting experiences. We accomplish this by creating an environment where our users 
can find enjoyment and fulfillment through Sportsbook, iGaming, and DFS, as well as media and other online consumer product offerings. We are also highly focused on our responsibility as a 
steward of this new era in real-money gaming. Our ethics guide our decision making, with respect to both the tradition and integrity of sports and our investments in regulatory compliance and 
consumer protection. 


We continue to make deliberate and substantial investments in support of our mission and long-term growth. For example, we have invested in our product offerings and technology in order to 
continuously launch new product innovations; improve marketing, merchandising, and operational efficiency through data science; and deliver a great user experience. We also make significant 
investments in sales and marketing and incentives to grow and retain our paid user base, including personalized cross-product offers and promotions, and promote brand awareness to attract the “skin- 
in-the-game” sports fan. Together, these investments have enabled us to create a leading product built on scalable technology, while attracting a user base that has resulted in the rapid growth of our 
business. 


Our priorities are to (a) continue to invest in our product offerings, (b) launch our product offerings in new jurisdictions, (c) create replicable and predictable state-level unit economics in sports 
betting and iGaming and (d) expand our other online consumer product offerings. When we launch Sportsbook and iGaming product offerings in a new jurisdiction, we invest heavily in user 
acquisition, retention and cross-selling until the new jurisdiction provides a critical mass of users engaged across our product offerings. 


Our current technology is highly scalable with relatively minimal incremental spend required to launch our product offerings in new jurisdictions. We will continue to manage our fixed-cost base 
in conjunction with our market entry plans and focus our variable spend on marketing, user experience and support and regulatory compliance to become the product of choice for users and to 
maintain favorable relationships with regulators. We also expect to improve our profitability over time as our revenue and gross profit expand as states mature, and our variable marketing expenses 
and fixed costs stabilize or grow at a slower rate. 


Our path to profitability is based on the acceleration of positive contribution profit growth driven by increased revenue and gross profit generation from ongoing efficient customer acquisition 
enabled by the transition from local to regional to national advertising, strong customer retention, improved monetization from frequency and higher hold percentage, as well as scale benefits from 
investments in our product offerings and technology and general and administrative functions. On a consolidated Adjusted EBITDA basis, we expect to achieve profitability when total contribution 
profit exceeds the fixed costs of our 


business, which depends, in part, on the percentage of the U.S. adult population that has access to our product offerings and the other factors summarized in the section entitled “Cautionary Statement 
Regarding Forward-Looking Statements”. 


During the fiscal years ended December 31, 2022, 2021 and 2020, we had revenue of $2,240.5 million, $1,296.0 million, and $614.5 million, respectively, average monthly unique payers 
(“MUPs”) of 1.9 million, 1.5 million, and 0.9 million, respectively, and average revenue per MUP (“ARPMUP”) of $96, $67, and $51, respectively. Refer to the section entitled “Key Performance 
Indicators” within Management’s Discussion and Analysis of Financial Condition and Results of Operations included herein for additional information regarding our MUPs and ARPMUP. 


Business Combinations 


Merger with Diamond Eagle Acquisition Corp. and Acquisition of SBTech (Global) Limited 
We were incorporated in Nevada as DEAC NV Merger Corp., a wholly owned subsidiary of our legal predecessor, Diamond Eagle Acquisition Corp. (“DEAC”), a special purpose acquisition 
company. On April 23, 2020, DEAC consummated the transactions contemplated by the Business Combination Agreement dated December 22, 2019, as amended on April 7, 2020, (the “DEAC 
Business Combination”) and, in connection therewith: 
i. DEAC merged with and into Old DraftKings, whereby Old DraftKings survived the merger and became the successor issuer to DEAC; 
ii. Old DraftKings changed its name to “DraftKings Inc.”; 
iii. Old DraftKings acquired DK Crown Holdings Inc. (formerly DraftKings Inc.), a Delaware corporation (“DK DE”), by way of a merger; 
iv. Old DraftKings acquired all of the issued and outstanding share capital of SBTech (Global) Limited (“SBTech” and, such acquisition, the “SBTech Acquisition”); and 
v. DEAC’s publicly traded units (Nasdaq: DEACU) separated into their components of publicly traded DEAC Class A common stock (Nasdaq: DEAC) and DEAC public warrants (Nasdaq: 
DEACW), and each outstanding share of DEAC Class A common stock was exchanged, on a one-for-one basis, for shares of Old DraftKings’ Class A common stock and all of DEAC’s 
outstanding warrants became warrants to acquire shares of Old DraftKings’ Class A common stock. 
Upon consummation of the DEAC Business Combination and the transactions contemplated thereby: 
(i) DK DE and SBTech became wholly owned subsidiaries of Old DraftKings; and 
(ii) beginning April 24, 2020 (the “SBTech Closing Date”), Old DraftKings’ shares of Class A common stock traded on the Nasdaq Global Select Market (the “Nasdaq”) under the ticker symbol 
“DKNG”, and Old DraftKings’ warrants traded on the Nasdaq under the ticker symbol “DKNGW”. On July 7, 2020, Old DraftKings redeemed all of its outstanding public warrants that had 
not been exercised as of July 2, 2020, and, on July 20, 2020, Old DraftKings delisted its publicly traded warrants (the “Warrant Redemption”). Following the Warrant Redemption, only Old 
DraftKings’ Class A common stock continued to be traded on the Nasdaq. 
Acquisition of Golden Nugget Online Gaming, Inc. 
As further discussed in this Annual Report, on the GNOG Closing Date, Old DraftKings consummated the acquisition of GNOG, pursuant to the GNOG Merger Agreement. In connection with 
the GNOG Transaction, Old DraftKings undertook a holding company reorganization whereby a new holding company, New Duke Holdco, Inc., a Nevada corporation (“New DraftKings”), became 
the going-forward public company and the direct parent company of both Old DraftKings and GNOG. New DraftKings was renamed “DraftKings Inc.” on the GNOG Closing Date. 


Our Product Offerings 


Our revenues are predominantly generated through our three online gaming product offerings — Sportsbook, iGaming, and DFS. For Sportsbook and iGaming, we operate under both our 
DraftKings brand and our GNOG brand. We consider these three product offerings to be of a similar product class, and together they accounted for 94.0%, 88.4%, and 84.2% of DraftKings’ 


revenues for the fiscal years ended December 31, 2022, 2021 and 2020, respectively. DFS, which was our sole product offering until 2018, historically drove our results; however, since we launched 
Sportsbook and iGaming in 2018, states where Sportsbook and iGaming are operating have accounted for a rapidly growing proportion of our users, which has contributed, in part, to our revenue 
growth. In addition to our three online gaming product offerings, we also offer non-fungible tokens (“NFTs”) on Marketplace, NFT-based DFS-style contests, gaming software services, and 
advertising and sponsorship packages to targeted advertisers across our DFS product offering, free games, and media content. 


Below is a description of each of our primary product offerings and services: 
Online Gaming Product Offerings 


Sportsbook - Sports betting involves a user placing a bet by wagering money on an event at some fixed odds (“proposition”) determined by DraftKings. In the event the user wins, DraftKings 
pays out the bet. Sportsbook engages consumers in their sports viewing experience. Our Sportsbook revenue is generated by setting odds that are intended to provide a built-in theoretical margin 
in each proposition offered to our users. While the actual betting patterns of our users and outcomes of individual events may cause volatility in our revenue, we believe we can deliver a stable 
betting win margin over the long term. 


Revenue is realized by taking the settled handle for betting markets that have been resolved and subtracting the payouts for these betting markets such that the difference is the gross revenue, or 
“hold.” 


iGaming - iGaming, or online casino, product offerings typically include the full suite of games available in land-based casinos, such as blackjack, roulette, baccarat and slot machines. For these 
product offerings, we function similarly to land-based casinos, generating revenue through hold, or gross winnings, as users play against the house. In iGaming, we believe there is typically 
lower volatility in hold percentage versus land-based casinos since the average return to a player for specific games is easier to predict in advance based on game rules and statistics. 


Our iGaming product offering consists of a combination of games that we have built in-house and licensed content from suppliers such as International Gaming Technology, iForium, Light & 
Wonder Inc., Spin, and Evolution for live dealer services. The latter are subject to standard revenue-sharing agreements specific to each supplier, whereby the supplier receives a percentage of the 
net gaming revenue generated from their respective casino games played utilizing our technology. In exchange, DraftKings receives a limited license to offer the games to users in jurisdictions 
where use is approved by regulatory authorities. Revenue generated through our self-developed major casino games such as blackjack results in decreased overall revenue share payments as 
a percent of revenue. 


Daily Fantasy Sports - Since our launch, we have monetized our DFS product offering by facilitating peer-to-peer play, whereby contestants compete against each other for prize money. We 
provide contestants with technology that establishes DFS contests, scores the contests, distributes the prizes and performs other administrative activities to enable the “skin-in-the-game” sports 
fan experience. Our revenue from DFS consists of the difference between the entry fees collected and the amounts paid out to contestants as prizes in a period. We also offer NFT-based DFS- 
style contests through our Reignmakers franchise. 


Other Consumer Product Offerings 


DraftKings Marketplace - We launched DraftKings Marketplace during the third quarter of 2021. Marketplace is a NFT ecosystem designed for mainstream accessibility that offers curated 
initial NFT drops (“Primary Sales”) and allows owners of NFTs on Marketplace to list their NFTs for sale to other Marketplace customers (“Secondary Sales’). Once marked for sale with a 
chosen selling price, the NFT will appear on the Marketplace secondary market. Customers can browse all available NFTs within the secondary market and can opt to purchase based on the 
selling price. The revenue we earn on Primary Sales and Secondary Sales is based on a specific percentage of the gross value of each such sale. 


Retail Sportsbook - In addition to our online Sportsbook, we also maintain limited retail distribution in twelve states, in which our retail revenue is subject to individual agreements with a land- 
based casino partner (a “skin”) that provide for a revenue share. Retail distribution leverages the foot traffic for existing casino properties to convert their customers to engage with our retail 
sportsbook while on the premises. Similar to our online Sportsbook, retail sportsbook revenue is realized by taking the settled handle for betting markets that have been resolved and subtracting 
the payouts for these betting markets such that the difference is the gross revenue, or “hold.” 


Media, Advertising and Sponsorship - Our advertising packages range from standard ad placements and background ad placements to more high-touch integrations, such as sponsored DFS 
contest series or custom site takeovers. These are typically served and tracked by a range of advertising methods that have been built directly into our product offerings and feature partnerships 
with brand categories ranging from entertainment to food to automotive. Each advertising package is bespoke, and we offer each client a custom “menu” of advertising options, which include 
online media (such as display, video and audio advertisements and page and “skin” sponsorship takeovers), custom content, including branded video content, live events such as sponsored watch 
parties and sponsored free or paid games, including daily fantasy, pick’em and bracket games. Each advertising package has a different pricing model, with a variety of factors affecting the 
pricing of a particular package including, but not limited to, (i) the sport to which the package relates and (ii) the demand for, and supply of, the individual package components. Sponsorships and 
custom-built games and content typically have fixed fee pricing. Other packages, such as custom-branded video content or online advertisements, are sold with a guaranteed number of 
impressions, which are priced per a certain number of guaranteed impressions. Each time a consumer sees an advertisement while playing, watching, reading or listening to a piece of content or 
playing a game, an impression is counted. 


Gaming Software Services 


We supply business-to-business sports betting and iGaming services globally, primarily in Europe and the United States, for various gaming operators and government-run lotteries. Our gaming 
software services are primarily comprised of the operations of SBTech, which we acquired on April 23, 2020, with principal activities involving the design and development of sports betting and 
casino gaming software. Our services are delivered through our proprietary software, and our complementary service offerings include trading and risk management and support for reporting, 
customer management and regulatory reporting requirements. Our gaming software services generate revenue from operators by providing sports betting and integration to iGaming content 
directly to operators in exchange for a share of operators’ revenues. 


Offsetting the revenues attributable to our Sportsbook, iGaming, DFS, and Marketplace product offerings is the portion of gross revenue that we allocate to new and existing user incentives and 
promotions, which are awarded as a result of game play or at our discretion, through loyalty programs, free plays, deposit bonuses, discounts, rebates or other rewards and incentives. These offsets 
can be redeemed across multiple product offerings and are generally used to acquire new users, reactivate prior users and increase monetization from active users; therefore, these offsets are not 
directly attributable to a specific product offering, but rather attributable at a customer level. We leverage our return-on-investment models that are based on gross profit paybacks, lifetime value, 
player segmentation and customer and revenue retention to determine appropriate promotional levels. 


Seasonality 


Our business experiences seasonality based on the relative popularity of certain sports. Although sporting events occur throughout the year, our users are typically most active in the fourth 
quarter due to the overlapping calendars of the NFL and NBA seasons, which are the most popular sports on our Sportsbook product offering. 


Our Technology and Product Development 


In order to build the best real-money games and product offerings, we have invested in core disciplines across our technology, analytics and marketing, which have allowed us to rapidly bring 
innovative new experiences to market while gaining a unique understanding of our users. The result has been leadership in our industry, fueled by a brand reputation and a depth of user trust that we 
believe has set us apart from our competitors. 


Our product offerings are comprised of varying levels of proprietary and third-party software. Our DraftKings-branded product offerings are bound together with a common account management 
and regulatory compliance service and can be accessed with the same account and wallet. Across our product offerings, we have endeavored to own the technology in-house for any critical 
component and to utilize a combination of new technologies, including data science and machine learning, to optimize conversion and efficiency. 


DraftKings’ core product offerings are built on top of integra 


ed, proprietary account management technology. This technology provides our users with access to their account history across all 


DraftKings-branded product offerings and a uniform identity verification system, which is critical to enabling seamless navigation from our national DFS audience to our DraftKings-branded 
Sportsbook and iGaming product offerings, as existing DFS contestants need not manage a separate set of account credentials and payment methods for each product offering. Our users also enjoy a 


highly functional wallet which, in many cases, permits user funds 


0 flow freely from product offering to product offering. The technology is certified to safely store user payment information, which 


reduces our dependency on any particular payment processor, provides redundancy and gives us the flexibility to route our payment volume to a processor of our choosing. In addition, our technology 


is built to be customizable to the specific regulations of individual 


jurisdictions. 


Across our product offerings, we actively use data science and machine learning to help optimize conversion and monetization. Within our DFS product offering, data science algorithms are used 


to customize a contestant’s home screen based upon his or her pas 


entry history. We build recommendations by identifying the type of contests that a contestant is most likely to enter, along with the 


entry fee and prize structure that he or she will find most appealing. In addition, contest-pacing algorithms identify contests that might present a financial exposure and increase the contests’ visibility 
within the product appropriately. Similarly, within our Sportsbook product offering, recommendation engines are used to present betting markets to users based upon their past play history and 


location. These services are also critical to our back-end infrastruc 


Marketing 


ure, as they drive key elements of our fraud and compliance program. 


User Acquisition and Retention - Our ability to effectively market is paramount to our operational success. Utilizing a blend of analytics and data science as our foundation, we leverage our 
marketing to acquire, retain and reactivate users while building a trusted consumer-facing brand. We use a variety of free and paid marketing channels, in combination with compelling offers and 
exciting games, to achieve our objectives. Furthermore, we optimize our marketing spend using data collected since the beginning of our operations, as well as additional data that we collect 
from vendors, partners and data providers. Our marketing spend is based on a return-on-investment model that considers a variety of factors, including the performance of different marketing 
channels, predicted lifetime value and behavior of users across various product offerings, the location of our users and our estimate of when enabling legislation and regulations for sports betting 
and iGaming may come to fruition. 


Where paid marketing is concerned, we leverage a broad array of advertising channels, including television, radio, social media platforms such as Facebook, Instagram, Twitter and Snapchat, 
affiliates and paid and organic search, and other digital channels such as mobile display. For Sportsbook and iGaming, these efforts are concentrated within the specific jurisdictions that have 
passed enabling legislation and regulations, and in which we operate or intend to operate (which vary on a per-offering basis). Our marketing expenditures tend to be highly seasonal, with most 
spend correlating with the start of a sports season and during its playoffs and championships. 


In addition to traditional paid advertising channels, we cross-promote our product offerings to our existing user base through internal channels such as mobile push notifications, email and text 
messages, and external channels such as Facebook, Twitter, Instagram and Snapchat. Through those channels, we use a combination of content, contests and promotions to engage existing users. 
Additionally, we incentivize our users to refer new users through our “Refer-a-Friend” program, offering incentives such as free entries into tournaments or free bets if the referred user ultimately 
interacts with our product offerings. 


League, Team, and Media Relationships - We engage in relationships with sports leagues, including the NFL, NBA, MLB, NHL, and UFC, and professional sports teams to improve our brand 
awareness, improve user retention and create unique collaborative integrations for our users. 


We also engage in relationships with media partners. In September 2020, we entered into a multi-year agreement with ESPN to become a co-exclusive sportsbook link-out provider and exclusive 
daily fantasy sports link-out provider across a selection of ESPN’s digital properties. Under the agreement, we are able to advertise our product offerings across ESPN’s digital platforms and 
through integrations into ESPN programming. In September 2022, Amazon selected DraftKings as a sponsor and official pre-game odds provider for Thursday Night Football (“TNF”) on Prime 
Video. Under the multi-year agreement, TNF on Prime Video will feature DraftKings integrations in its live pregame, including odds and additional sports betting insights, as well as other TNF- 
themed offerings. We also have established partnerships with media entities like Meadowlark Media and iHeartMedia as we seek to grow our audience of U.S. sports fans and potential users. 


Distribution 


We distribute our Sportsbook, iGaming, DFS and Marketplace product offerings through various channels, including traditional websites, direct app downloads and global direct-to-consumer 
digital platforms such as the Apple App Store and the Google Play store. These two digital platforms are the main distribution channels for our product offerings. Our DFS product offering is 
delivered as a free application through both the Apple App Store and Google Play Store and is also accessible via mobile and traditional websites. Our Sportsbook and iGaming product offerings are 
primarily distributed through the Apple App Store and a traditional website. We allow our Android Sportsbook and iGaming users to install our Sportsbook and iGaming product offerings through the 
Google Play Store and our website. We derive nearly all of our revenue through product offerings distributed via the Apple App Store, Google Play Store and via traditional websites. For all of our 
product offerings, neither Apple nor Google take any revenue share for distribution. 


For our gaming software services, Sportsbook and iGaming product offerings and services are distributed online via the Apple App Store, Google Play Store and traditional websites by operators 
that have licensed such products and services directly from us, while retail product offerings and services are distributed primarily via self-service betting terminals and standalone computer 
terminals. Similarly, Apple and Google do not take any revenue share for distributing those product offerings and services. 


Intellectual Property 


Our business substantially relies on the creation, acquisition, use and protection of intellectual property. Some of this intellectual property is in the form of software code, patented technology and 
trade secrets that we use to develop and properly run our Sportsbook, iGaming, and DFS product offerings and related services. We also create intellectual property that includes proprietary sports 
betting, iGaming, and DFS-related technology and content, as well as proprietary data acquired from the use of those product offerings. 


While most of the intellectual property we use is created by us, we have obtained rights to use the intellectual property of third parties through licenses and service agreements with those third 
parties. Although we believe these licenses are sufficient for the operation of the Company, these licenses typically limit our use of the third parties’ intellectual property to specific uses and for 
specific time periods. 


We protect our intellectual property rights by relying on federal, state and common law rights, as well as contractual restrictions. We control access to our proprietary technology by entering into 
confidentiality and invention assignment agreements with our employees and contractors, and confidentiality agreements with third parties. We also engage in monitoring the activities of third parties 
with respect to potential infringing uses of our intellectual property by third parties. 


We actively seek patent protection covering inventions originating from us and, from time to time, review opportunities to acquire patents to the extent we believe such patents may be useful or 
relevant to our business. 


In addition to these contractual arrangements, we also rely on a combination of trade secret, copyright, trademark, trade dress, domain name and patents to protect our product offerings and other 
intellectual property. We typically own the copyright to the software code to our content, as well as trademarks under which our Sportsbook, iGaming, and DFS product offerings and related services 
are marketed. We pursue the registration of our domain names, trademarks, and service marks in the United States and in locations outside the United States. Our registered trademarks in the United 
States include “DraftKings,” and the names of certain of our services and applications, among others. 


Competition 


We operate in the global entertainment and gaming industries, primarily with our Sportsbook, iGaming, DFS, and Marketplace product offerings. Our users face a vast array of entertainment 
choices. Other forms of entertainment, such as television, movies, sporting events and in-person casinos, are more well established and may be perceived by our users to offer greater variety, 
affordability, interactivity and enjoyment. We compete with these and other forms of entertainment for the discretionary time and income of our users. 


The specific industries in which we operate are characterized by dynamic customer demand and technological advances, and there is significant competition among online gaming and 
entertainment providers. A number of established, well-financed companies producing online gaming and/or interactive entertainment products and services compete with our product offerings, and 
other well-capitalized companies may introduce competitive services. There has also been consolidation among competitors in the entertainment and gaming industries and such consolidation and 
future consolidation could result in the formation of 


larger competitors with increased financial resources and altered cost structures, which may enable them to offer more competitive products, gain a larger market share, expand product offerings and 
broaden their geographic scope of operations. 


Human Capital Resources 


As a multinational technology company with over 4,200 employees located in six countries, our business success is driven by our highly skilled workforce. With our global technology and 
product team, consisting of over 1,700 employees (which includes over 1,200 engineers), we are well positioned to deliver new, innovative and exciting products to our growing base of customers. 


At DraftKings, we recognize that engaging and developing our employees is a key to our success and we rely on attracting and retaining our talent to deliver on DraftKings’ goal to be a leader in 
today’s fast-growing global entertainment and gaming industries. We routinely measure our employees’ level of engagement and satisfaction through a comprehensive annual engagement survey 
followed by quarterly pulse surveys. These surveys ensure we hear directly from our valuable employees on how we can better focus on the following areas: (i) alignment with DraftKings’ 
mission/vision and in-role clarity, (ii) manager effectiveness, (iii) growth opportunities, (iv) inclusion, equity and belonging, (v) work-life balance, (vi) rewards and recognition, (vii) enablement and 
(viii) overall satisfaction. 


We have committed to and formalized employee development programs that support inclusion, equity and belonging, and promote creativity and innovation through various leadership and talent 
management programs. DraftKings’ talent training programs are designed to provide increased career and internal mobility for our employees, identify development opportunities, and proactively 
support succession planning. 


We also offer our employees a holistic total rewards package with competitive compensation and premier health and welfare programs for employees and their dependents. In addition, most full- 
time employees receive an equity award upon hire and are also eligible for equity awards on a recurring basis to align compensation with long-term stockholder interests and to allow them to 
participate in the Company’s financial success. Our paid time off programs enable our workforce to enjoy personal time away from their job responsibilities. 


We continue to take action to protect our employees’ health in response to the COVID-19 pandemic. Since the second quarter of 2022, our primary offices, including our corporate headquarters 
in Boston, Massachusetts, have been re-opened with many of our employees returning to work onsite in various capacities. We will continue to monitor developments relating to disruptions and 
uncertainties caused by COVID-19 and the emergence of additional variants or strains thereof. 


Government Regulation 


DraftKings is subject to various U.S. and foreign laws and regulations that affect our ability to operate our Sportsbook, iGaming, and DFS product offerings. These product offerings are generally 
subject to extensive and evolving regulations that could change based on political and social norms and that could be interpreted in ways that could negatively impact our business. 


The gaming industry (inclusive of our Sportsbook and iGaming product offerings) is highly regulated and we must maintain licenses and pay gaming taxes or a percentage of revenue where 
required by the jurisdictions in which we operate in order to continue our operations. Our business is subject to extensive regulation under the laws, rules and regulations of the jurisdictions in which 
we operate. These laws, rules and regulations generally concern the responsibility, financial stability, integrity and character of the owners, managers and persons with material financial interests in 
the gaming operations along with the integrity and security of sports betting and iGaming product offerings. Violations of laws or regulations in one jurisdiction could result in disciplinary action in 
that and other jurisdictions. 


Gaming laws are generally based upon declarations of public policy designed to protect gaming consumers and the viability and integrity of the gaming industry. Gaming laws also may be 
designed to protect and maximize state and local tax revenues, as well as to enhance economic development and tourism. To accomplish these public policy goals, gaming laws establish stringent 


procedures to ensure that participants in the gaming industry meet certain standards of character and responsibility. 


Licensing and Suitability Determinations 


In order to operate in certain jurisdictions, we must obtain either a temporary or permanent license or determination of suitability from the responsible authorities. We seek to ensure that we 
obtain all necessary licenses to develop and put forth our product offerings in the jurisdictions in which we operate and where our users are located. 


Gaming laws in certain jurisdictions require DraftKings Inc., and each of its subsidiaries engaged in gaming operations, certain of our directors, officers and employees, and in some cases, certain 
of our stockholders, to obtain licenses from gaming authorities. Such licenses typically require a determination that the applicant qualifies or is suitable to hold the license. When determining 
whether to grant such a license to an applicant, gaming authorities generally consider: (i) the financial stability, integrity and responsibility of the applicant (including verification of the 
applicant’s sources of funding); (ii) the quality and security of the applicant’s online real-money gaming platform, hardware and related software (including the platform’s ability to operate in 
compliance with local regulation, as applicable); (iii) the applicant’s history; (iv) the applicant’s ability to operate its gaming business in a socially responsible manner; and (v) in certain 
circumstances, the effect on competition. 


Gaming authorities may, subject to certain administrative procedural requirements, (i) deny an application, or limit, condition, revoke or suspend any license issued by them; (ii) impose fines, 
either on a mandatory basis or as a consensual settlement of regulatory action; (iii) demand that named individuals or stockholders be disassociated from a gaming business; and (iv) in serious 
cases, liaise with local prosecutors to pursue legal action, which may result in civil or criminal penalties. 


Events that may trigger revocation of such a gaming license or another form of sanction vary by jurisdiction. However, typical events include, among others: (i) conviction in any jurisdiction of 
certain persons with an interest in, or key personnel of, the licensee of an offense that is punishable by imprisonment or may otherwise cast doubt on such person’s integrity; (ii) failure without 
reasonable cause to comply with any material term or condition of the gaming license; (iii) declaration of, or otherwise engaging in, certain bankruptcy, insolvency, winding-up or discontinuance 
activities, or an order or application with respect to the same; (iv) obtaining the gaming license by a materially false or misleading representation or in some other improper way; (v) violation of 
applicable anti-money laundering or terrorist financing laws or regulations; (vi) failure to meet commitments to users; (vii) failure to pay in a timely manner all gaming or betting taxes or fees 
due; or (viii) determination by the gaming authority that there is another material and sufficient reason to revoke or impose another form of sanction upon the licensee. 


Product-Specific Licensing 
Sportsbook 


As of February 15, 2023, 32 U.S. states, the District of Columbia and Puerto Rico have legalized some form of sports betting. Of those 34 legal jurisdictions, 27 have legalized online sports 
betting. Of those 27 jurisdictions, 24 are live, and DraftKings operates in 20 of them. As of February 15, 2023, we operate our online sports betting product offering via the DraftKings 
Sportsbook app in Arizona, Colorado, Connecticut, Illinois, Indiana, Iowa, Kansas, Louisiana, Maryland, Michigan, New Hampshire, New Jersey, New York, Ohio, Oregon, Pennsylvania, 
Tennessee, Virginia, West Virginia and Wyoming pursuant to our licenses, temporary licenses, or executed vendor agreements granted by the gaming or lottery commission of such states, 
specifically, the Arizona Department of Gaming, Colorado Limited Gaming Control Commission, Connecticut State Department of Consumer Protection, the Illinois Gaming Board, the Indiana 
Gaming Commission, the lowa Racing and Gaming Commission, the Kansas Racing and Gaming Commission, the Louisiana Gaming Control Board, the Maryland Lottery and Gaming Control 
Agency, the Michigan Gaming Control Board, the New Hampshire Lottery Commission, the New Jersey Division of Gaming Enforcement, the New York State Gaming Commission, the Ohio 
Casino Control Commission, the Oregon State Lottery, the Pennsylvania Gaming Control Board, the Tennessee Sports Wagering Advisory Council, the Virginia Lottery, the West Virginia 
Lottery, and the Wyoming Pari-Mutuel Commission. Additionally, DraftKings operates its online sports betting product offering in the Canadian province of Ontario pursuant to a license granted 
by the Alcohol and Gaming Commission of Ontario. 


In addition to our DraftKings-branded sports betting product offering, we operate our GNOG-branded online sports betting product offering via the GNOG Sportsbook app in Arizona, Michigan, 
New Jersey, and West Virginia, pursuant to our licenses granted by the respective state’s gaming or lottery commission as described above. 


We also operate retail sportsbooks in Colorado, Connecticut, Illinois, Iowa, Kansas, Louisiana, Michigan, Mississippi, New Hampshire, New Jersey, New York and Washington pursuant to state 
and/or tribal regulatory regimes. 


On May 14, 2018, the U.S. Supreme Court issued an opinion determining that the Professional and Amateur Sports Protection Act (“PASPA”) was unconstitutional. PASPA prohibited certain 
states from “authorizing by law” any form of sports betting. In striking down PASPA, the U.S. Supreme Court opened the potential for state-by-state authorization of sports betting. Several states 
and territories, including Arizona, Arkansas, Colorado, Connecticut, Delaware, Illinois, 


10 


Indiana, Iowa, Kansas, Louisiana, Maine, Maryland, Massachusetts, Michigan, Mississippi, Montana, Nebraska, Nevada, New Hampshire, New Jersey, New York, North Carolina, Ohio, Oregon, 
Pennsylvania, Puerto Rico, Rhode Island, South Dakota, Tennessee, Virginia, Washington, Washington, D.C., West Virginia, and Wyoming already have laws authorizing and regulating some 
form of sports betting online or in brick-and-mortar establishments. Sports betting in the United States is subject to additional laws, rules and regulations at the state level. See “Risk Factors - 
Risk Factors Relating to our Business and Industry - Our business is subject to a variety of U.S. and foreign laws, many of which are unsettled and still developing and which could subject us to 
claims or otherwise harm our business. Any change in existing regulations or their interpretation, or the regulatory climate applicable to our products and services, or changes in tax rules and 
regulations or interpretation thereof related to our products and services, could adversely impact our ability to operate our business as currently conducted or as we seek to operate in the future, 
which could have a material adverse effect on our financial condition and results of operations.” 


iGaming 


As of February 15, 2023, we operate our DraftKings-branded iGaming product offering in New Jersey pursuant to a transactional waiver granted by the New Jersey Division of Gaming 
Enforcement, in Connecticut pursuant to a license granted by the Connecticut State Department of Consumer Protection, in Michigan pursuant to a license granted by the Michigan Gaming 
Control Board, in the Canadian Province of Ontario pursuant to a license granted by the Alcohol and Gaming Commission of Ontario, in Pennsylvania pursuant to a license granted by the 
Pennsylvania Gaming Control Board, and in West Virginia pursuant to an interim license granted by the West Virginia Lottery. In addition, we operate our GNOG-branded iGaming product 
offering in Michigan, New Jersey, and West Virginia, subject to licenses or temporary licenses granted by the Michigan Gaming Control Board, the New Jersey Division of Gaming Enforcement 
and the West Virginia Lottery, respectively. 


Generally, online gambling in the United States is only lawful when specifically permitted under applicable state law. At the federal level, several laws provide federal law enforcement with the 
authority to enforce and prosecute gambling operations conducted in violation of underlying state gambling laws. These enforcement laws include the Unlawful Internet Gambling Enforcement 
Act (the “UIGEA”), the Illegal Gambling Business Act and the Travel Act. No violation of the UIGEA, the Illegal Gambling Business Act or the Travel Act can be found absent a violation of an 
underlying state law or other federal law. 


In addition, the Wire Act of 1961 (the “Wire Act”) provides that anyone engaged in the business of betting or wagering knowingly using a wire communication facility for the transmission in 
interstate or foreign commerce of bets or wagers or information assisting in the placing of bets or wagers on any sporting event or contest, or for the transmission of a wire communication which 
entitles the recipient to receive money or credit as a result of bets or wagers, or for information assisting in the placing of bets or wagers, may be fined or imprisoned, or both. However, the Wire 
Act notes that it shall not be construed to prevent the transmission in interstate or foreign commerce of information for use in news reporting of sporting events or contests, or for the transmission 
of information assisting in the placing of bets or wagers on a sporting event or contest from a state or foreign country where betting on that sporting event or contest is legal into a state or foreign 
country in which such betting is legal. Although there was previous litigation in the First Circuit as to whether the Wire Act applied beyond sports betting, on January 20, 2021, the United States 
Court of Appeals for the First Circuit held, among other things, that the Wire Act’s prohibitions are limited to bets or wager on sporting events or contests. 


Daily Fantasy Sports 


As of February 15, 2023, our DFS product offering is available in 44 U.S. states, the District of Columbia, certain provinces in Canada and the United Kingdom. In those states that currently 
require a license or registration for DFS operations, DraftKings has either obtained the appropriate license or registration or a provisional license from the relevant regulatory authority, or is 
operating pursuant to a grandfathering clause that allows operation pending the availability of licensing applications and subsequent grant of a license. DraftKings also has two foreign DFS 
licenses, in the United Kingdom and Malta, and operates under its license in the United Kingdom. Various state laws and regulations govern our licenses, but generally such state laws and 
regulations define paid fantasy sports, establish the rules concerning the application and licensure procedures for gaming operators in the fantasy sports business and regulate practices for paid 
fantasy sports deemed to be detrimental to the public interest. As part of the licensing process, we must submit, in some jurisdictions, extensive materials on our operations, including our 
technology and data security, age verification of contestants, segregation of account funds and responsible gaming initiatives. 


In the United States, our DFS licenses are generally granted for a predetermined period of time (typically ranging from one to four years) or require documents to be supplied on a regular basis in 
order to maintain our licenses. 


We also maintain DFS licenses in the United Kingdom and Malta. In the United Kingdom, online gaming and sports betting is subject to the Gambling Act 2005 (the “GA2005”), as amended by 
the Gambling (Licensing and Advertising) 
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Act 2014, and the regulations promulgated thereunder. Under the GA2005, entities wishing to offer online sports betting (which for purposes of GA2005 is defined to include DFS) and/or online 
casino services to persons located in the United Kingdom must first obtain a remote gambling operating license from the Gambling Commission. We hold a remote-pool-betting operating license 
authorizing us to offer our DFS product offering to residents of the United Kingdom. That license may be varied to add further product categories permitting, for example, fixed-odds-sports 
betting and online casinos. We also hold a gambling software operating license issued by the Gambling Commission, which authorizes us to develop the DFS software we use. Our British 
licenses are not limited by a term, subject to the payment of annual fees and compliance with license conditions. In Malta, online gaming and sports betting is subject to the Gaming Act 2018 and 
the regulations promulgated thereunder. Fantasy sports (including DFS) are considered a controlled skill game for the purposes of the Gaming Authorizations Regulations. Our subsidiary, Crown 
DFS Malta Limited, holds a gaming services license, issued by the Malta Gaming Authority, which authorizes the holder to conduct controlled skill games. Our Malta license was originally 
issued in 2017. Under the Gaming Act 2018, it has a duration of 10 years. 


Gaming Software 


Our gaming software services, formerly the operations of SBTech, are licensed in various states in the United States and in the United Kingdom, Gibraltar, Malta, Romania and Belgium. 
Additionally, our gaming software is certified in multiple regulated jurisdictions in accordance with local licenses held by operators utilizing our gaming software in these jurisdictions. 


As of February 15, 2023, we supplied our SBTech gaming software to U.S operators in Arizona, Colorado, Connecticut, Illinois, Indiana, Iowa, Michigan, New Hampshire, New Jersey, New 
York, Oregon, Pennsylvania, Tennessee, Virginia, West Virginia, and Wyoming, and we supplied retail sportsbook gaming software services in Colorado, Connecticut, Illinois, Iowa, Kansas, 
Louisiana, Michigan, Mississippi, New Hampshire, New Jersey, New York and Washington pursuant to state and/or tribal regulatory regimes. 


Data Protection and Privacy 
In addition to our licensing regime for our product offerings, we also take significant measures to protect users’ privacy and data. Our programs are described in further detail below. 


Because we handle, collect, store, receive, transmit and otherwise process certain personal information of our users and employees, we are subject to U.S. federal and state laws and foreign laws 
related to the privacy and protection of such data, and we may also face particular privacy, data security and data protection risks in connection with requirements under the amended California 
Consumer Privacy Act and its implementing regulations, Virginia’s Consumer Data Protection Act, the General Data Protection Regulation of the European Union (EU) 2016/679 (the “GDPR”), 
and other data protection regulations. Any failure to comply with these rules may result in regulatory fines or penalties including orders that require us to change the way we process data. In the 
event of a data breach, we are also subject to breach notification laws in the jurisdictions in which we operate, including under the GDPR, and the risk of litigation and regulatory enforcement 
actions. 


Any significant change to applicable laws, regulations, interpretations of laws or regulations, or market practices, regarding the use of personal data, or regarding the manner in which we seek to 
comply with applicable laws and regulations, could require us to make modifications to our product offerings, services, policies, procedures, notices, and business practices, including potentially 
material changes. Such changes could potentially have an adverse impact on our business. 


Compliance 


We have developed and implemented an internal compliance program to help ensure that we comply with legal and regulatory requirements imposed on us in connection with our Sportsbook, 
iGaming and DFS product offerings. Our compliance program focuses on, among other things, reducing and managing problematic gaming and providing tools to assist users in making educated 
choices related to gaming activities. 


Our gaming software services have been built from the ground up to meet the needs of differing regulatory regimes, including configurable regulatory and responsible gaming controls such as 
responsible gaming tests, operator alerts on player behavior, deposit limits, betting limits, loss limits, timeout facilities, session limits, reality checks, balance thresholds and intended gaming 
amounts. These features allow the operators’ customers to control their gaming and play responsibly. 


Responsible and Safer Gaming 
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We view the safety and welfare of our users as critical to our business and have made associated investments in our processes and systems. We are committed to industry-leading responsible 
gaming practices and seek to provide our users with the resources and services they need to play responsibly. Additionally, all of our employees take responsible gaming training with mandatory 
periodic refresher training, overseen by our compliance team. 


Available Information 


Our Internet address is www.DraftKings.com. Our website and the information contained therein or linked thereto are not part of this Annual Report. We make available free of charge through 
our internet website our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements, registration statements and amendments to those reports filed 
or furnished pursuant to the Securities Exchange Act of 1934, as amended (the “Exchange Act”), as soon as reasonably practicable after we electronically file such material with, or furnish them to 
the U.S. Securities and Exchange Commission (the “SEC”). The SEC maintains a website that contains reports, proxy statements and other information regarding issuers that file electronically with 
the SEC. These materials may be obtained electronically by accessing the SEC’s website at www.sec.gov. 


Item 1A. Risk Factors. 


Our business is subject to numerous risks and uncertainties that you should be aware of in evaluating our business. If any such risks and uncertainties actually occur, our business, prospects, 
financial condition and results of operations could be materially and adversely affected. The risks described below are not the only risks that we face. Additional risks and uncertainties not currently 
known to us, or that we currently deem to be immaterial, may also materially adversely affect our business, prospects, financial condition and results of operations. The risk factors described below 
should be read together with the other information set forth in this Annual Report, including our consolidated financial statements and the related notes, as well as in other documents that we file with 
the SEC. 


Summary of Material Risk Factors 


Our business is subject to a number of risks, which are discussed more fully below and include, but are not limited to, the following: 


¢ There is significant competition within the global entertainment and gaming industries and our existing and potential users may be attracted to competing forms of entertainment such as 
television, movies and sporting events, as well as other entertainment and gaming options on the Internet. If our product offerings do not continue to be popular, our business could be 
harmed. 


¢ Reductions in discretionary consumer spending could have an adverse effect on our business, financial condition, results of operations and prospects. 


* Our projections are subject to significant risks, assumptions, estimates and uncertainties, including assumptions regarding future legislation and changes in regulations, both inside and 
outside of the United States. As a result, our projected revenues, market share, expenses and profitability may differ materially from our expectations. 


¢ The success, including win or hold rates, of existing or future sports betting and iGaming product offerings depends on a variety of factors and is not completely controlled by us. 


¢ We rely on information technology and other systems and services, and any failures, errors, defects or disruptions in our systems or services could diminish our brand and reputation, subject 
us to liability, disrupt our business, affect our ability to scale our technical infrastructure and adversely affect our operating results and growth prospects. Our games and other software 
applications and systems, and the third-party platforms upon which they are made available could contain undetected errors. 


¢ Despite our security measures, our information technology and infrastructure are vulnerable to attacks by hackers or breaches due to employee error, malfeasance or other disruptions. Any 
such breach could compromise our networks and the information stored there could be accessed, publicly disclosed, lost or stolen, which could damage our reputation, cause a loss of 
confidence in our product offerings or services, or otherwise adversely affect our business. 
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We rely on strategic relationships with casinos, tribes and horse-tracks in order to be able to offer our Sportsbook and iGaming product offerings in certain jurisdictions. If we cannot 
establish and manage such relationships with such partners, our business, financial condition and results of operations could be adversely affected. 


Our business model depends upon the continued compatibility between our apps and the major mobile operating systems and upon third-party platforms for the distribution of our product 
offerings. If Google Play or the Apple App Store prevents users from downloading our apps or augments the restrictions on advertising to our users, our ability to grow our revenue, 
profitability and prospects may be adversely affected. 


We may invest in or acquire other businesses, and our business may suffer if we are unable to successfully integrate acquired businesses into our Company or otherwise manage the growth 
associated with multiple acquisitions. 


Our business is subject to a variety of U.S. and foreign laws, many of which are unsettled and still developing and which could subject us to claims or otherwise harm our business. Any 
change in existing regulations or their interpretation, or the regulatory climate applicable to our product offerings and services, or changes in tax rules and regulations or interpretation thereof 
related to our product offerings and services, could adversely impact our ability to operate our business as currently conducted or as we seek to operate in the future, which could have a 
material adverse effect on our financial condition and results of operations. 


Our growth prospects depend on the legal status of real-money gaming in various jurisdictions, predominantly within the United States, and legalization may not occur in as many 
jurisdictions as we expect, or may occur at a slower pace than we anticipate. Additionally, even if jurisdictions legalize real-money gaming, this may be accompanied by legislative or 
regulatory restrictions and/or taxes that make it impracticable or less attractive to operate in those jurisdictions, or the process of implementing regulations or securing the necessary licenses 
to operate in a particular jurisdiction may take longer than we anticipate, or existing laws or regulations may be changed or interpreted adversely, any of which could adversely affect our 
future results of operations and make it more difficult to meet our expectations for financial performance. 


Our growth prospects and market potential will depend on our ability to obtain licenses to operate in a number of jurisdictions, and if we fail to obtain and subsequently maintain such 
licenses, our business, financial condition, results of operations and prospects could be impaired. 


We have been, and continue to be, the subject of governmental investigations and inquiries with respect to the operation of our businesses, and we could be subject to future governmental 
investigations and inquiries, legal proceedings and enforcement actions. Any such investigation, inquiry, proceeding or action, could adversely affect our business. 


Negative events or negative media coverage relating to, or a declining popularity of, sports betting, online sports betting, daily fantasy sports, or the underlying sports or athletes, or iGaming 
in particular, or other negative coverage may adversely impact our ability to retain or attract users, which could have an adverse impact on our business. 


Due to the nature of our business, we are subject to taxation in a number of jurisdictions and changes in, or new interpretations of, tax laws, tax rulings or their application by tax authorities 
could result in additional tax liabilities and could materially affect our financial condition and results of operations. We have been, and continue to be, subject to periodic audits and 
examinations by the Internal Revenue Service (the “IRS’’), as well as state and local taxing authorities, the results of which may materially impact our financial statements in the period in 
which the audit or examination occurs. 


The trading price of our Class A common stock has been, and will likely continue to be, volatile and you could lose all or part of your investment. 


Because we are a “controlled company” under The Nasdaq Stock Market listing standards, our stockholders may not have certain corporate governance protections that are available to 
stockholders of companies that are not controlled companies. 
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¢ Our dual class structure has the effect of concentrating voting power with our Chief Executive Officer and Chairman, which limits an investor’s ability to influence the outcome of important 
transactions, including a change in control. 


The summary risk factors described above should be read together with the text of the full risk factors below and the other information set forth in this Annual Report, including our consolidated 
financial statements and the related notes, as well as in other documents that we file with the SEC. If any such risks and uncertainties actually occur or are further aggravated, our business, prospects, 
financial condition and results of operations could be materially and adversely affected. The risks summarized above or described in full below are not the only risks that we face. Additional risks and 
uncertainties not currently known to us, or that we currently deem to be immaterial may also materially adversely affect our business, prospects, financial condition and results of operations. 


Risk Factors Relating to Our Business and Industry 


There is significant competition within the global entertainment and gaming industries and our existing and potential users may be attracted to competing forms of entertainment such as 
television, movies and sporting events, as well as other entertainment and gaming options on the Internet. If our product offerings do not continue to be popular, our business could be harmed. 


We operate in the global entertainment and gaming industries with our Sportsbook, iGaming and DFS product offerings and our gaming software services. Our users face a vast array of 
entertainment choices. Other forms of entertainment, such as television, movies, sporting events and in-person casinos, are more well-established and may be perceived by our users to offer greater 
variety, affordability, interactivity and enjoyment. We compete with these other forms of entertainment for the discretionary time and income of our users. If we are unable to sustain sufficient interest 
in our Sportsbook, iGaming and DFS product offerings in comparison to other forms of entertainment, including new forms of entertainment, our business model may not continue to be viable. 


The specific industries in which we operate are characterized by dynamic customer demand and technological advances, and there is significant competition among online gaming and 
entertainment providers. A number of established, well-financed companies producing online gaming and/or interactive entertainment products and services compete with our product offerings, and 
other well-capitalized companies may introduce competitive services. Such competitors may spend more money and time on developing and testing products and services, undertake more extensive 
marketing campaigns, adopt more aggressive pricing or promotional policies or otherwise develop more commercially successful products or services than ours, which could negatively impact our 
business. Our competitors may also develop products, features, or services that are similar to ours or that achieve greater market acceptance. Such competitors may also undertake more far-reaching 
and successful product development efforts or marketing campaigns, or may adopt more aggressive pricing policies. Furthermore, new competitors, whether licensed or not, may enter the gaming 
industry. There has also been considerable consolidation among competitors in the entertainment and gaming industries and such consolidation and future consolidation could result in the formation 
of larger competitors with increased financial resources and altered cost structures, which may enable them to offer more competitive products, gain a larger market share, expand product offerings 
and broaden their geographic scope of operations. If we are not able to maintain or improve our market share, or if our product offerings do not continue to be popular, our business could suffer. 


Economic downturns and political and market conditions beyond our control could adversely affect our business, financial condition and results of operations. 


Our financial performance is subject to global and U.S. economic conditions and their impact on levels of spending by users and advertisers. Economic recessions have had, and may continue to 
have, far reaching adverse consequences across many industries, including the global entertainment and gaming industries, which may adversely affect our business and financial condition. 


The global and U.S. economies experienced tepid growth immediately following the global financial crisis in 2008 — 2009 and more recently experienced a period of increased volatility during 
the global COVID-19 pandemic. Ongoing or intensifying economic weakness, including recessions, economic slowdowns, uncertainties in the global financial markets and other adverse economic 
conditions, including inflation, changes in monetary policy and increased interests rates, or other changes in economic and political conditions may result in a material adverse effect on our business, 
financial condition, results of operations or prospects. 
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In addition, changes in general market, economic and political conditions in domestic and foreign economies or financial markets, including fluctuation in stock markets resulting from, among 
other things, trends in the economy as a whole may reduce users’ disposable income and advertisers’ budgets. Any one of these changes could have a material adverse effect on our business, financial 
condition, results of operations or prospects. 


Certain of our operations are in non-U.S. jurisdictions and are subject to the economic, political, regulatory, and other risks of international operations. 


We conduct business in numerous countries that carry high levels of currency, political, compliance and economic risk. For example, we have a research and development office in Ukraine, and 
the military conflict between Russia and Ukraine and any business interruptions or other spillover effects from such conflict could adversely affect our operations. Operations in non-U.S. jurisdictions 
can present many risks, including volatility in gross domestic product and rates of economic growth, financial and governmental instability, cultural differences (such as employment and business 
practices) and the imposition of exchange and capital controls. 


Instability and uncertainties arising from the global geopolitical environment and the evolving international and domestic political, regulatory, and economic landscape, including the potential for 
changes in global trade policies, including sanctions and trade barriers, and trends such as populism, economic nationalism and negative sentiment toward multinational companies, as well as the cost 
of compliance with increasingly complex and often conflicting regulations worldwide, can impair our flexibility in modifying our product offerings, marketing, hiring or other strategies for growing 
our businesses, as well as our ability to improve productivity and maintain acceptable operating margins. 


The United States and other countries may implement actions, including trade actions, tariffs, export controls, and sanctions, against other countries or localities, which along with any retaliatory 
measures could increase costs, adversely affect our operations, or adversely affect our ability to meet contractual and financial obligations. For example, in response to the conflict between Russia and 
Ukraine, the U.S. government and other governments have imposed a series of sanctions against certain Russian government, government-related, and other entities and individuals, together with 
enhanced export controls on certain products and financial and economic sanctions on certain industry sectors and parties in Russia. The governments of other jurisdictions in which we operate, such 
as the European Union and Canada, have also implemented additional sanctions or other restrictive measures. Additionally, it is possible that the Russia-Ukraine conflict may escalate or expand, and 
the scope, extent and duration of the military action, current or future sanctions and resulting market and geopolitical disruptions could be significant. While to date these sanctions and export controls 
have not had a material impact on our business, it is possible that these measures, as well as any countervailing responses from Russia, could adversely affect us and/or our supply chain, business 
partners or customers. 


While these factors and their impact are difficult to predict, any one or more of them could have a material adverse effect on our competitive position, results of operations, financial condition or 
liquidity. 


Reductions in discretionary consumer spending could have an adverse effect on our business, financial condition, results of operations and prospects. 


Our business is particularly sensitive to reductions from time to time in discretionary consumer spending. Demand for entertainment and leisure activities, including gaming, can be affected by 
changes in the economy and consumer tastes, both of which are difficult to predict and beyond our control. Unfavorable changes in general economic conditions, including recessions, economic 
slowdowns, sustained high levels of unemployment, and rising prices or the perception by consumers of weak or weakening economic conditions, may reduce our users’ disposable income or result 
in fewer individuals engaging in entertainment and leisure activities, such as sports betting, online gaming or daily fantasy sports. As a result, we cannot ensure that the demand for our product 
offerings will remain consistent. Adverse developments affecting economies throughout the world, and particularly in the United States, including a general tightening of availability of credit, 
decreased liquidity in certain financial markets, inflation, increased interest rates, foreign exchange fluctuations, increased energy costs, acts of war or terrorism, transportation disruptions, natural 
disasters, declining consumer confidence, sustained high levels of unemployment or significant declines in stock markets, as well as concerns regarding pandemics, epidemics and the spread of 
contagious diseases, could lead to a further reduction in discretionary spending on leisure activities, such as our Sportsbook, iGaming and DFS product offerings. 


We may experience fluctuations in our operating results, which could make our future results difficult to predict and could cause our operating results to fall below expectations. 
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Our financial results have fluctuated in the past, and we expect our financial results to fluctuate from quarter to quarter in the future. These fluctuations may be due to a variety of factors, some of 
which are outside of our control and may not fully reflect the underlying performance of our business. 


Our financial results in any given quarter may be influenced by numerous factors, many of which we are unable to predict or are outside of our control, including the impact of seasonality and 
our betting results, and the other risks and uncertainties set forth herein. In particular, our Sportsbook and DFS operations have significant exposure to, and may be materially impacted by, sporting 
events and seasons, which can result in short-term volatility in betting win margins and user engagement, thus impacting revenues. While we have been able to forecast revenues from our DFS 
business with greater precision than for newer product offerings, we cannot provide assurances that consumers will engage with our DFS product offering on a consistent basis. Consumer engagement 
with our Sportsbook, iGaming and DFS product offerings may decline or fluctuate as a result of a number of factors, including the popularity of the underlying sports, the user’s level of satisfaction 
with our product offerings, our ability to improve and innovate, our ability to adapt our product offerings, outages and disruptions of online services, the availability of live sporting events, the 
services offered by our competitors, our marketing and advertising efforts or declines in consumer activity generally as a result of economic downturns, among others. Any decline or fluctuation in 
the recurring portion of our business may have a negative impact on our business, financial condition, results of operations or prospects. 


In our iGaming product offering, operator losses are limited per stake to a maximum payout. When looking at bets across a period of time, however, these losses can potentially be significant. 
Our quarterly financial results may also fluctuate based on whether we pay any jackpots to our iGaming users during the relevant quarter. As part of our iGaming product offering, we may offer 
progressive jackpot games. Each time a progressive jackpot game is played, a portion of the amount wagered by the user is contributed to the jackpot for that specific game or group of games. Once a 
jackpot is won, the progressive jackpot is reset with a predetermined base amount. While we maintain a reserve for these progressive jackpots, the cost of the progressive jackpot payout would be a 
cash outflow for our business in the period in which it is won with a potentially significant adverse effect on our financial condition and cash flows. Because winning a progressive jackpot is 
underpinned by a random mechanism, we cannot predict with certainty when any such jackpot will be won. In addition, we do not insure against random outcomes or jackpot wins. 


Our projections are subject to significant risks, assumptions, estimates and uncertainties, including assumptions regarding future legislation and changes in regulations, both inside and outside 
of the United States. As a result, our projected revenues, market share, expenses and profitability may differ materially from our expectations. 


We operate in rapidly changing and competitive industries and our projections are subject to the risks and assumptions made by management with respect to our industries. Operating results are 
difficult to forecast because they generally depend on our assessment of the timing of adoption of future legislation and regulations by different jurisdictions, which are uncertain. Furthermore, if we 
invest in the development of new products or distribution channels that do not achieve significant commercial success, whether because of competition or otherwise, we may not recover the often 
substantial “up front” costs of developing and marketing those products and distribution channels, or recover the opportunity cost of diverting management and financial resources away from other 
product offerings or distribution channels. 


Additionally, as described above, our business may be affected by reductions in consumer spending from time to time as a result of a number of factors that may be difficult to predict. This may 
result in decreased revenue levels, and we may be unable to adopt measures in a timely manner to compensate for any unexpected shortfall in revenue. This inability could cause our operating results 
in a given quarter to be higher or lower than expected. If actual results differ from our estimates, analysts may react negatively and our stock price could be materially impacted. You should not rely 
upon our historical financial results as indicators of our future financial performance, and our financial results and stock price may be volatile. 


We have a history of losses and we may continue to incur losses in the future. 


Since we were incorporated in 2011, we have experienced net losses and negative cash flows from operations. We experienced net losses in accordance with accounting principles generally 
accepted in the United States of America (“U.S. GAAP”) of $1,378.0 million and $1,523.2 million in the years ended December 31, 2022 and 2021, respectively. We may continue to experience 
losses in the future, and we cannot assure you that we will achieve profitability. We may continue to incur significant losses in future periods. We expect our operating expenses to increase in the 
future as we expand our operations. If our revenue does not grow at a greater rate than our expenses, we will not be able to achieve or maintain profitability. We may incur significant losses in the 
future for many reasons, including those described in the other risks and uncertainties described in this Annual Report. Additionally, we may encounter unforeseen expenses, operating delays, or other 
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unknown factors that may result in losses in future periods. If our expenses exceed our revenue, our business may be negatively impacted, and we may never achieve or maintain profitability. 
Our results of operations may fluctuate due to seasonality and other factors and, therefore, our periodic operating results will not be guarantees of future performance. 


Our Sportsbook and DFS operations may fluctuate due to seasonal trends and other factors. We believe that significant sporting events such as the playoffs and championship games tend to 
impact, among other things, revenues from operations, key metrics and customer activity, and, as such, our historical revenues generally have been highest in the fourth quarter when most of those 
games occur. A majority of our current Sportsbook and DFS revenues are and will continue to be generated from bets placed on, or contests relating to, the National Football League and the National 
Basketball Association, each of which have their own respective off-seasons, which may cause decreases in our future revenues during such periods. Our revenues have been, and in the future may 
be, affected by the scheduling of major sporting events that do not occur annually, such as the World Cup, or the cancellation or postponement of sporting events, such as the postponement of the 
2020 Summer Olympic Games that took place in Summer 2021 due to the global COVID-19 pandemic. In addition, certain individuals or teams advancing or failing to advance and their scores and 
other results within specific tournaments, games or events may impact our financial performance. 


The success, including win or hold rates, of existing or future sports betting and iGaming product offerings depends on a variety of factors and is not completely controlled by us. 


The sports betting and iGaming industries are characterized by an element of chance. Accordingly, we employ theoretical win rates to estimate what a certain type of sports bet or iGame, on 
average, will win or lose in the long run. Net win is impacted by variations in the hold percentage (the ratio of net win to total amount wagered), or actual outcome, on our iGames and sports bets we 
offer to our users. We use the hold percentage as an indicator of an iGame’s or sports bet’s performance against its expected outcome. Although each iGame or sports bet generally performs within a 
defined statistical range of outcomes, actual outcomes may vary for any given period. In addition to the element of chance, win rates (hold percentages) may also (depending on the game involved) be 
affected by the spread of limits and factors that are beyond our control, such as a user’s experience and behavior, the mix of games played, the financial resources of users, the volume of bets placed 
and the amount of time spent engaging with our product offerings. As a result of the variability in these factors, the actual win rates on our iGames and sports bets may differ from the theoretical win 
rates we have estimated and could result in the winnings of our users exceeding those anticipated. The variability of win rates (hold rates) also have the potential to negatively impact our financial 
condition, results of operations, and cash flows. 


Our success also depends in part on our ability to anticipate and satisfy user preferences in a timely manner. As we operate in a dynamic environment characterized by rapidly changing industry 
and legal standards, our product offerings will be subject to changing consumer preferences that cannot be predicted with certainty. We need to continually introduce new product offerings and 
identify future product offerings that complement our existing technology, respond to our users’ needs and improve and enhance our existing technology to maintain or increase our user engagement 
and growth of our business. We may not be able to compete effectively unless our product offering selection keeps up with trends in the digital sports entertainment and gaming industries in which we 
compete, or trends in new gaming product offerings. 


We rely on information technology and other systems and services, and any failures, errors, defects or disruptions in our systems or services could diminish our brand and reputation, subject us 
to liability, disrupt our business, affect our ability to scale our technical infrastructure and adversely affect our operating results and growth prospects. Our games and other software 
applications and systems, and the third-party platforms upon which they are made available, could contain undetected errors. 


Our technology infrastructure is critical to the performance of our product offerings and to user satisfaction. We devote significant resources to network and data security to protect our systems 
and data. However, our systems may not be adequately designed with the necessary reliability and redundancy to avoid performance delays or outages that could be harmful to our business. We 
cannot assure you that the measures we take to prevent or hinder cyber-attacks; protect our systems, data and user information; prevent outages, data or information loss and fraud; and prevent or 
detect security breaches, including a disaster recovery strategy for server and equipment failure and back-office systems and the use of third parties for certain cybersecurity services, will provide 
absolute security. We have experienced, and we may in the future experience, website disruptions, outages and other performance problems due to a variety of factors, including infrastructure 
changes, human or software errors and capacity constraints. Such disruptions have not had a material impact on us; however, future disruptions from unauthorized access to, fraudulent manipulation 
of, or tampering with our computer systems and technological infrastructure, or those of 
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third parties, could result in a wide range of negative outcomes, each of which could materially adversely affect our business, financial condition, results of operations and prospects. 


Additionally, our product offerings from time to time contain errors, bugs, flaws or corrupted data, and these defects have in certain instances only become apparent after their launch. If a 
particular product offering is unavailable when users attempt to access it or navigation through our product offerings is slower than they expect, users may be unable to place their bets or submit their 
line-ups in a timely manner and may be less likely to return to our product offerings as often, if at all. Furthermore, programming errors, defects and data corruption could disrupt our operations, 
adversely affect the experience of our users, harm our reputation, cause our users to stop utilizing our product offerings, divert our resources and delay market acceptance of our product offerings, any 
of which could result in legal liability to us or harm our business, financial condition, results of operations and prospects. 


If our user base and engagement continue to grow, and the amount and types of product offerings continue to grow and evolve, we will need an increasing amount of technical infrastructure, 
including network capacity and computing power, to continue to satisfy our users’ needs. Such infrastructure expansion may be complex, and unanticipated delays in completing these projects or 
availability of components may lead to increased project costs, operational inefficiencies, or interruptions in the delivery or degradation of the quality of our product offerings. In addition, there may 
be issues related to this infrastructure that are not identified during the testing phases of design and implementation, which may only become evident after we have started to fully use the underlying 
equipment or software, that could further degrade the user experience or increase our costs. As such, we could fail to continue to effectively scale and grow our technical infrastructure to 
accommodate increased demands. In addition, our business may be subject to interruptions, delays or failures resulting from adverse weather conditions, other natural disasters, power loss, terrorism, 
cyber-attacks, public health emergencies (such as the global COVID-19 pandemic) or other catastrophic events. 


We believe that if our users have a negative experience with our product offerings, or if our brand or reputation is negatively affected, users may be less inclined to continue or resume utilizing 
our product offerings or to recommend our product offerings to other potential users. As such, a failure or significant interruption in our service could harm our reputation, business and operating 
results. 


Despite our security measures, our information technology and infrastructure are vulnerable to attacks by hackers or breaches due to employee error, malfeasance or other disruptions. Any 
such breach could compromise our networks and the information stored there could be accessed, publicly disclosed, lost or stolen, which could damage our reputation, cause a loss of confidence 
in our product offerings or services, or otherwise adversely affect our business. 


The secure maintenance and transmission of user information is a critical element of our operations. Our information technology and other systems that maintain and transmit user information, or 
those of service providers, business partners or employee information have in the past been, and in the future may be, compromised by a malicious third-party penetration of our network security, or 
that of a third-party service provider or business partner, or impacted by intentional or unintentional actions or inaction by our employees, or those of a third-party service provider or business partner. 
As a result, our users’ information and funds may be lost, disclosed, accessed or taken without our users’ consent. We have experienced cyber-attacks, attempts to breach our systems and other similar 
incidents in the past. For example, we have been and expect that we will continue to be subject to attempts to gain unauthorized access to or through our information systems or those we develop for 
our customers, whether by our employees or third parties, including cyber-attacks by computer programmers and hackers who may develop and deploy viruses, worms or other malicious software 
programs. To date, these attacks have not had a material impact on our operations or financial results, but we cannot provide assurance that they will not have a material impact in the future. 


We rely on encryption and authentication technology licensed from third parties in an effort to securely transmit confidential and sensitive information, including credit card numbers. Advances 
in computer capabilities, new technological discoveries or other developments may result in the whole or partial failure of this technology to protect transaction data or other confidential and sensitive 
information from being breached or compromised. In addition, websites are often attacked through compromised credentials, including those obtained through phishing and credential stuffing. Our 
security measures, and those of our third-party service providers, may not detect or prevent all attempts to breach our systems, denial-of-service attacks, viruses, malicious software, break-ins, 
phishing attacks, social engineering, security breaches or other attacks and similar disruptions that may jeopardize the security of information stored in or transmitted by our websites, networks and 
systems or that we or such third parties otherwise maintain, including payment card systems, which may subject us to fines or higher transaction fees or limit or terminate our access to certain 
payment methods. We and such third parties may not anticipate or prevent all types of attacks until after they have already been launched. For example, beginning in November 
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2022, DraftKings was the target of potential credential stuffing attacks, in which it appears that one or more bad actors may have obtained login credentials from a non-DraftKings source and used the 
credentials to access certain DraftKings players' accounts. Further, techniques used to obtain unauthorized access to or sabotage systems change frequently and may not be known until launched 
against us or our third-party service providers. 


In addition, security breaches can also occur as a result of non-technical issues, including intentional or inadvertent breaches by our employees or by third parties. These risks may increase over 
time as the complexity and number of technical systems and applications we use also increases. Breaches of our security measures or those of our third-party service providers or cybersecurity 
incidents have in the past been, and in the future could, result in unauthorized access to our sites, networks and systems; unauthorized access to and misappropriation of user information, including 
users’ personally identifiable information, or other confidential or proprietary information of ourselves or third parties; viruses, worms, spyware or other malware being served from our sites, 
networks or systems; deletion or modification of content or the display of unauthorized content on our sites; interruption, disruption or malfunction of operations; costs relating to breach remediation, 
deployment of additional personnel and protection technologies, response to governmental investigations and media inquiries and coverage; engagement of third-party experts and consultants; 
litigation, regulatory action and other potential liabilities. In the past, we have experienced social engineering, phishing, malware and similar attacks and threats of denial-of-service attacks, none of 
which to date has been material to our business; however, such attacks could in the future have a material adverse effect on our operations. If any of these breaches of security should occur and be 
material, our reputation and brand could be damaged, our business may suffer, we could be required to expend significant capital and other resources to alleviate problems caused by such breaches, 
and we could be exposed to a risk of loss, litigation or regulatory action and possible liability. We cannot guarantee that recovery protocols and backup systems will be sufficient to prevent data loss. 
Actual or anticipated attacks may cause us to incur increasing costs, including costs to deploy additional personnel and protection technologies, train employees and engage third-party experts and 
consultants. While we maintain cybersecurity insurance coverage that we believe is adequate for our business, such coverage may not cover all potential costs and expenses associated with 
cybersecurity incidents that may occur in the future. 


In addition, any party who is able to illicitly obtain a user’s password could access the user’s transaction data or personal information, resulting in the perception that our systems are insecure. 
Any compromise or breach of our security measures, or those of our third-party service providers, could violate applicable privacy, data protection, data security, network and information systems 
security and other laws and cause significant legal and financial exposure, adverse publicity and a loss of confidence in our security measures, which could have a material adverse effect on our 
business, financial condition, results of operations and prospects. We continue to devote significant resources to protect against security breaches or we may need to in the future to address problems 
caused by breaches, including notifying affected subscribers and responding to any resulting litigation, which in turn, diverts resources from the growth and expansion of our business. 


We rely on Amazon Web Services to deliver our product offerings to users, and any disruption of or interference with our use of Amazon Web Services could adversely affect our business, 
financial condition, results of operations and prospects. 


We host certain of our product offerings and support our operations using Amazon Web Services (“AWS”), a third-party provider of cloud infrastructure services, along with other service 
providers. We do not, and will not, have control over the operations of the facilities or infrastructure of the third-party service providers that we use. Such third parties’ facilities are vulnerable to 
damage or interruption from natural disasters, cybersecurity attacks, terrorist attacks, power outages and similar events or acts of misconduct. Our technology’s continuing and uninterrupted 
performance is critical to our success. We have experienced, and we expect that in the future we will experience, interruptions, delays and outages in service and availability from these third-party 
service providers from time to time due to a variety of factors, including infrastructure changes, human or software errors, website hosting disruptions and capacity constraints. In addition, any 
changes in these third parties’ service levels may adversely affect our ability to meet the requirements of our users. Since our technology’s continuing and uninterrupted performance is critical to our 
success, sustained or repeated system failures would reduce the attractiveness of our product offerings. It may become increasingly difficult to maintain and improve our performance, especially 
during peak usage times, as we expand and the usage of our product offerings increases. Any negative publicity arising from these disruptions could harm our reputation and brand and may adversely 
affect the usage of our product offerings. 


Our commercial agreement with AWS will remain in effect until terminated by AWS or us. AWS may only terminate the agreement for convenience after complying with the contractual 2 years! 
prior notice requirement. AWS may also terminate the agreement for cause upon a breach of the agreement or for failure to pay amounts due, in each case, subject to AWS providing prior written 
notice and a 30-day cure period. In the event that our agreement with AWS is terminated or we add additional cloud infrastructure service providers, we may experience significant costs or downtime 
in connection with the transfer to, or the addition of, new cloud infrastructure service providers. Although alternative providers could host our product offerings on a 
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substantially similar basis to AWS, transitioning the cloud infrastructure currently hosted by AWS to alternative providers could potentially be disruptive and we could incur significant one-time 
costs. 


Any of the above circumstances or events may harm our reputation and brand, reduce the availability or usage of our technology, lead to a significant loss of revenue, increase our costs and 
impair our ability to attract new users, any of which could adversely affect our business, financial condition and results of operations. 


We rely on third-party providers to validate the identity and identify the location of our users, and if such providers fail to perform adequately or provide accurate information or we do not 
maintain business relationships with them, our business, financial condition and results of operations could be adversely affected. 


There is no guarantee that the third-party geolocation and identity verification systems that we rely on will perform adequately, or be effective. We rely on our geolocation and identity 
verification systems to ensure we are in compliance with certain applicable laws and regulations, and any service disruption to those systems would prohibit us from operating our product offerings, 
and would adversely affect our business. Additionally, incorrect or misleading geolocation and identity verification data with respect to current or potential users received from third-party service 
providers may result in us inadvertently allowing access to our product offerings to individuals who should not be permitted to access them, or otherwise inadvertently deny access to individuals who 
should be able to access our product offerings, in each case based on inaccurate identity or geographic location determination. Our third-party geolocation services provider relies on its ability to 
obtain information necessary to determine geolocation from mobile devices, operating systems, and other sources. Changes, disruptions or temporary or permanent failure to access such sources by 
our third-party services providers may result in their inability to accurately determine the location of our users. Moreover, our inability to maintain our existing contracts with third-party services 
providers, or to replace them with equivalent third parties, may result in our inability to access geolocation and identity verification data necessary for our day-to-day operations. If any of these risks 
materializes, we may be subject to disciplinary action, fines or lawsuits, and our business, financial condition and results of operations could be adversely affected. 


Our technology contains third-party open source software components, and failure to comply with the terms of the underlying open source software licenses could restrict our ability to provide 
our product offerings. 


Our technology contains software modules licensed to us by third-party authors under “open source” licenses. Use and distribution of open source software may entail greater risks than use of 
third-party commercial software, as open source licensors generally do not provide support, warranties, indemnification or other contractual protections regarding infringement claims or the quality of 
the source code. In addition, the public availability of such software may make it easier for others to compromise our technology. 


Some open source licenses contain requirements that we make available source code for modifications or derivative works we create based upon the type of open source software we use, or grant 
other licenses to our intellectual property. If we combine our proprietary software with open source software in a certain manner, we could, under certain open source licenses, be required to release 
the source code of our proprietary software to the public. This would allow our competitors to create similar product offerings with lower development effort and time and ultimately could result in a 
loss of our competitive advantages. Alternatively, to avoid the public release of the affected portions of our source code, we could be required to expend substantial time and resources to re-engineer 
some or all of our software. 


Although we monitor our use of open source software to avoid subjecting our technology to conditions we do not intend, there is a risk that these licenses could be construed in a way that could 
impose unanticipated conditions or restrictions on our ability to provide or distribute our technology. From time to time, there have been claims challenging the ownership of open source software 
against companies that incorporate open source software into their solutions. As a result, we could be subject to lawsuits by parties claiming ownership of what we believe to be open source software. 
Moreover, we cannot assure you that our processes for controlling our use of open source software in our technology will be effective. If we are held to have breached or failed to fully comply with 
all the terms and conditions of an open source software license, we could face infringement or other liability, or be required to seek costly licenses from third parties to continue providing our product 
offerings on terms that are not economically feasible, to re-engineer our technology, to discontinue or delay the provision of our product offerings if re-engineering could not be accomplished on a 
timely basis or to make generally available, in source code form, our proprietary code, any of which could adversely affect our business, financial condition and results of operations. 
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We rely on third-party payment processors to process deposits and withdrawals made by our users, and if we cannot manage our relationships with such third parties and other payment-related 
risks, our business, financial condition and results of operations could be adversely affected. 


We rely on a limited number of third-party payment processors to process deposits and withdrawals made by our users. If any of our third-party payment processors terminates its relationship 
with us or refuses to renew its agreement with us on commercially reasonable terms, we would need to find an alternate payment processor, and may not be able to secure similar terms or replace 
such payment processor in an acceptable time frame. Further, the software and services provided by our third-party payment processors may not meet our expectations, contain errors or 
vulnerabilities, be compromised or experience outages. Any of these risks could cause us to lose our ability to accept online payments or other payment transactions or make timely payments to our 
users, any of which could make our technology less trustworthy and convenient and adversely affect our ability to attract and retain our users. 


Nearly all of our payments are made by credit card, debit card or through other third-party payment services, which subjects us to certain regulations and the risk of fraud. We may in the future 
offer new payment options to users that may be subject to additional regulations and risks. We are also subject to a number of other laws and regulations relating to the payments we accept from our 
users, including with respect to money laundering, money transfers, privacy and information security. If we fail to comply with applicable rules and regulations, we may be subject to civil or criminal 
penalties, fines and/or higher transaction fees and may lose our ability to accept online payments or other payment card transactions, which could make our product offerings less convenient and 
attractive to our users. If any of these events were to occur, our business, financial condition and results of operations could be adversely affected. 


For example, if we are deemed to be a money transmitter as defined by applicable regulations, we could be subject to certain laws, rules and regulations enforced by multiple authorities and 
governing bodies in the United States and numerous state and local agencies who may define money transmitter differently. For example, certain states may have a more expansive view of who 
qualifies as a money transmitter. Additionally, outside of the United States, we could be subject to additional laws, rules and regulations related to the provision of payments and financial services, 
and if we expand into new jurisdictions, the foreign regulations and regulators governing our business that we are subject to will expand as well. If we are found to be a money transmitter under any 
applicable regulation and we are not in compliance with such regulations, we may be subject to fines or other penalties in one or more jurisdictions levied by federal or state or local regulators, 
including state Attorneys General, as well as those levied by foreign regulators. In addition to fines, penalties for failing to comply with applicable rules and regulations could include criminal and 
civil proceedings, forfeiture of significant assets or other enforcement actions. We could also be required to make changes to our business practices or compliance programs as a result of regulatory 
scrutiny. 


Additionally, our payment processors require us to comply with payment card network operating rules, which are set and interpreted by the payment card networks. The payment card networks 
could adopt new operating rules or interpret or reinterpret existing rules in ways that might prohibit us from providing certain product offerings to some users, be costly to implement or difficult to 
follow. We have agreed to reimburse our payment processors for fines they are assessed by payment card networks if we or our users violate these rules. Any of the foregoing risks could adversely 
affect our business, financial condition and results of operations. 


We rely on other third-party sports data providers for real-time and accurate data for sporting events, and if such third parties do not perform adequately or terminate their relationships with us, 
our costs may increase and our business, financial condition and results of operations could be adversely affected. 


We rely on third-party sports data providers such as SportRadar and BetGenius to obtain accurate information regarding schedules, results, performance and outcomes of sporting events. We rely 
on this data to determine when and how bets are settled and how contestants rank in their DFS contests. We have experienced, and may continue to experience, errors in these data feeds, which may 
result in us incorrectly settling bets or ranking contestants in their DFS contests. If we cannot adequately resolve the issue with our users, our users may have a negative experience with our product 
offerings, our brand or reputation may be negatively affected and our users may be less inclined to continue or resume utilizing our product offerings or recommend our product offerings to other 
potential users. As such, a failure or significant interruption in our data feed service may harm our reputation, business and operating results. 


Furthermore, if any of our sports data partners terminates its relationship with us or refuses to renew its agreement with us on commercially reasonable terms, we would need to find an alternate 
provider, and may not be able to secure similar terms or replace such providers in an acceptable time frame, or at all. Any of these risks could increase our costs and adversely affect our business, 
financial condition and results of operations. Further, any negative publicity related to any of our third-party partners, 
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including any publicity related to regulatory concerns, could adversely affect our reputation and brand, and could potentially lead to increased regulatory or litigation exposure. 


We rely on other third-party service providers and if such third parties do not perform adequately or terminate their relationships with us, our costs may increase and our business, financial 
condition and results of operations could be adversely affected. 


Our success depends in part on our relationships with other third-party service providers. For example, we rely on third parties for content delivery, load balancing and protection against 
distributed denial-of-service attacks. If those providers do not perform adequately, our users may experience issues or interruptions with their product offering experiences. Furthermore, if any of our 
partners terminates its relationship with us or refuses to renew its agreement with us on commercially reasonable terms, we would need to find an alternate provider, and may not be able to secure 
similar terms or replace such providers in an acceptable time frame, or at all. We also rely on other software and services supplied by third parties, such as communications and internal software, and 
our business may be adversely affected to the extent such software and services do not meet our expectations, contain errors or vulnerabilities, are compromised or experience outages. Any of these 
risks could increase our costs and adversely affect our business, financial condition and results of operations. Further, any negative publicity related to any of our third-party partners, including any 
publicity related to regulatory concerns, could adversely affect our reputation and brand, and could potentially lead to increased regulatory or litigation exposure. 


We incorporate technology from third parties into our product offerings. We cannot be certain that our licensors are not infringing the intellectual property rights of others or that the suppliers and 
licensors have sufficient rights to the technology in all jurisdictions in which we may operate. Some of our license agreements may be terminated by our licensors for convenience. If we are unable to 
obtain or maintain rights to any of this technology because of intellectual property infringement claims brought by third parties against our suppliers and licensors or against us, or if we are unable to 
continue to obtain the technology or enter into new agreements on commercially reasonable terms, our ability to develop our product offerings containing that technology could be severely limited 
and our business could be harmed. 


Additionally, if we are unable to obtain necessary technology from third parties, we may be forced to acquire or develop alternate technology, which may require significant time and effort and 
may be of lower quality or performance standards. This would limit and delay our ability to provide new or competitive product offerings and increase our costs. If alternate technology cannot be 
obtained or developed, we may not be able to offer certain functionality as part of our product offerings, which could adversely affect our business, financial condition and results of operations. 


If we fail to detect fraud or theft, including by our users and employees, our reputation may suffer which could harm our brand and reputation and negatively impact our business, financial 
condition and results of operations and can subject us to investigations and litigation. 


We have in the past incurred, and may in the future incur, losses from various types of financial fraud, including use of stolen or fraudulent credit card data, claims of unauthorized payments by a 
user and attempted payments by users with insufficient funds. Bad actors use increasingly sophisticated methods to engage in illegal activities involving personal information, such as unauthorized 
use of another person’s identity, account information or payment information and unauthorized acquisition or use of credit or debit card details, bank account information and mobile phone numbers 
and accounts. Under current credit card practices, we may be liable for use of funds on our products with fraudulent credit card data, even if the associated financial institution approved the credit 
card transaction. 


Acts of fraud may involve various tactics, including collusion. Successful exploitation of our systems could have negative effects on our product offerings, services and user experience and could 
harm our reputation. Failure to discover such acts or schemes in a timely manner could result in harm to our operations. In addition, negative publicity related to such schemes could have an adverse 
effect on our reputation, potentially causing a material adverse effect on our business, financial condition, results of operations and prospects. In the event of the occurrence of any such issues with 
our existing technology or product offerings, substantial engineering and marketing resources and management attention may be diverted from other projects to correct these issues, which may delay 
other projects and the achievement of our strategic objectives. 


In addition, any misappropriation of, or access to, users’ or other proprietary information or other breach of our information security could result in legal claims or legal proceedings, including 


regulatory investigations and actions, or liability for failure to comply with privacy and information security laws, including for failure to protect personal information or for misusing personal 
information, which could disrupt our operations, force us to modify our business practices, damage our reputation and 
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expose us to claims from our users, regulators, employees and other persons, any of which could have an adverse effect on our business, financial condition, results of operations and prospects. For 
example, beginning in November 2022, DraftKings was the target of potential credential stuffing attacks, in which it appears that one or more bad actors may have obtained login credentials from a 
non-DraftKings source and used the credentials to access certain DraftKings players' accounts. 


Despite measures we have taken to detect and reduce the occurrence of fraudulent or other malicious activity on our platform, we cannot guarantee that any of our measures will be effective or 
will scale efficiently with our business. Our failure to adequately detect or prevent fraudulent transactions could harm our reputation or brand, result in litigation or regulatory action and lead to 
expenses that could adversely affect our business, financial condition and results of operations. 


If Internet and other technology-based service providers experience service interruptions, our ability to conduct our business may be impaired and our business, financial condition and results 
of operations could be adversely affected. 


A substantial portion of our network infrastructure is provided by third parties, including Internet service providers and other technology-based service providers. See “—We rely on Amazon 
Web Services to deliver our product offerings to users and any disruption of or interference with our use of Amazon Web Services could adversely affect our business, financial condition, results of 
operations and prospects.” We require technology-based service providers to implement cyber-attack-resilient systems and processes. However, if Internet service providers experience service 
interruptions, including because of cyber-attacks, or due to an event causing an unusually high volume of Internet use (such as a pandemic or public health emergency), communications over the 
Internet may be interrupted and impair our ability to conduct our business. Internet service providers and other technology-based service providers may in the future roll out upgraded or new mobile 
or other telecommunications services, such as 5G or 6G services, which may not be successful and thus may impact the ability of our users to access our product offerings in a timely fashion or at all. 
In addition, our ability to process e-commerce transactions depends on bank processing and credit card systems. To prepare for system problems, we continuously seek to strengthen and enhance our 
current facilities and the capabilities of our system infrastructure and support. Nevertheless, there can be no assurance that the Internet infrastructure or our own network systems will continue to be 
able to meet the demand placed on us by the continued growth of the Internet, the overall online gaming industry and our users. Any difficulties these providers face, including the potential of certain 
network traffic receiving priority over other traffic (i.e., lack of net neutrality), may adversely affect our business, and we exercise little control over these providers, which increases our vulnerability 
to problems with the services they provide. Any system failure as a result of reliance on third parties, such as network, software or hardware failure, including as a result of cyber-attacks, which 
causes a loss of our users’ property or personal information or a delay or interruption in our online services and product offerings and e-commerce services, including our ability to handle existing or 
increased traffic, could result in a loss of anticipated revenue, interruptions to our product offerings, cause us to incur significant legal, remediation and notification costs, degrade the customer 
experience and cause users to lose confidence in our product offerings, any of which could have a material adverse effect on our business, financial condition, results of operations and prospects. 


We rely on strategic relationships with casinos, tribes and horse-tracks in order to be able to offer our Sportsbook and iGaming product offerings in certain jurisdictions. If we cannot establish 
and manage such relationships with such partners, our business, financial condition and results of operations could be adversely affected. 


Under the sports betting and iGaming laws of certain states, online Sportsbook and iGaming are limited to a finite number of retail operators, such as casinos, tribes or tracks, who own a “skin” 
or “skins” under that state’s law. A “skin” is a legally-authorized license from a state to offer online Sportsbook or iGaming services provided by such a retail operator. The “skin” provides a market 
access opportunity for mobile operators to operate in the jurisdiction pending licensure and other required approvals by the state’s regulator. The entities that control those “skins,” and the numbers of 
“skins” available, are typically determined by a state’s law authorizing sports betting or iGaming. In most of the jurisdictions in which we offer Sportsbook and iGaming, we currently rely on a 
casino, tribe or track in order to get a “skin.” These “skins” are what allow us to gain access to jurisdictions where online operators are required to have a retail relationship. If we cannot establish, 
renew or manage such relationships, those relationships could terminate and we would not be allowed to operate in those jurisdictions until we enter into new ones. As a result, our business, financial 
condition and results of operations could be adversely affected. 


Our growth depends, in part, on the success of our strategic relationships with third parties. Overreliance on certain third parties, or our inability to extend existing relationships or agree to new 
relationships, may cause unanticipated costs for us and impact our financial performance in the future. 


We rely on relationships with sports leagues and teams, professional athletes and athlete organizations, advertisers, casinos and other third parties in order to attract users to our product offerings. 
These relationships along with providers of online 
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services, search engines, social media, directories and other websites and e-commerce businesses direct consumers to our product offerings. In addition, many of the parties with whom we have 
advertising arrangements provide advertising services to other companies, including other fantasy sports and gaming product offerings with whom we compete. While we believe there are other third 
parties that could drive users to our product offerings, adding or transitioning to them may disrupt our business and increase our costs. In the event that any of our existing relationships or our future 
relationships fails to provide services to us in accordance with the terms of our arrangement, or at all, and we are not able to find suitable alternatives, this could impact our ability to attract consumers 
cost effectively and harm our business, financial condition, results of operations and prospects. 


Our growth prospects may suffer if we are unable to develop successful product offerings or if we fail to pursue additional product offerings. In addition, if we fail to make the right investment 
decisions in our product offerings and technology, we may not attract and retain key users and our revenue and results of operations may decline. 


We were founded in 2011 with a singular focus on the DFS industry and initially focused our efforts on growing our DFS product offering. In 2018, we expanded our product offerings to include 
our Sportsbook and iGaming product offerings. In 2021, we expanded our media offering and launched DraftKings Marketplace, which is a digital collectibles ecosystem designed for mainstream 
accessibility that offers curated NFT drops and supports secondary-market transactions. We have rapidly expanded and we anticipate expanding further as new product offerings mature and as we 
pursue our growth strategies. 


The industries in which we operate are subject to rapid and frequent changes in standards, technologies, products and services, as well as in customer demands and expectations and regulations. 
We must continuously make decisions regarding in which product offerings and technology we should invest to meet customer demand in compliance with evolving industry standards and regulatory 
requirements and must continually introduce and successfully market new and innovative technologies, product offerings and enhancements to remain competitive and effectively stimulate customer 
demand, acceptance and engagement. Our ability to engage, retain, and increase our user base and to increase our revenue will depend heavily on our ability to successfully create new product 
offerings, both independently and together with third parties. We may introduce significant changes to our existing technology and product offerings or develop and introduce new and unproven 
products and services, with which we have little or no prior development or operating experience. The process of developing new product offerings and systems is inherently complex and uncertain, 
and new product offerings may not be well received by users, even if well-reviewed and of high quality. If we are unable to develop technology and product offerings that address users’ needs or 
enhance and improve our existing technology and product offerings in a timely manner, that could have a material adverse effect on our business, financial condition, results of operations and 
prospects. 


Although we intend to continue investing in our research and development efforts, if new or enhanced product offerings fail to engage our users or partners, we may fail to attract or retain users 
or to generate sufficient revenue, operating margin, or other value to justify our investments, any of which may seriously harm our business. In addition, management may not properly ascertain or 
assess the risks of new initiatives, and subsequent events may alter the risks that were evaluated at the time we decided to execute any new initiative. Developing and creating additional product 
offerings can also divert management’s attention from other business issues and opportunities. Even if our new product offerings attain market acceptance, those new product offerings have in certain 
cases cannibalized, and in the future could continue to cannibalize, the market share of our existing product offerings or share of our users’ wallets in a manner that may negatively impact our 
business. For example, we have historically observed that revenue from our DFS product offering tends to decline in a state following the launch of our Sportsbook product offering in that state. 
Furthermore, such expansion of our business increases the complexity of our business and places an additional burden on our management, operations, technical systems and financial resources and 
we may not recover the often-substantial up-front costs of developing and marketing new product offerings, or recover the opportunity cost of diverting management and financial resources away 
from other product offerings. In the event of continued growth of our operations, product offerings or in the number of third-party relationships, we may not have adequate resources, operationally, 
technologically or otherwise to support such growth and the quality of our technology, product offerings or our relationships with third parties could suffer. In addition, failure to effectively identify, 
pursue and execute new business initiatives, or to efficiently adapt our processes and infrastructure to meet the needs of our innovations, may adversely affect our business, financial condition, results 
of operations and prospects. 


Any new product offerings may also require our users to utilize new skills to use our product offerings. This could create a lag in adoption of new product offerings and new user additions related 
to any new product offerings. To date, new product offerings and enhancements of our existing technology have not materially hindered our user growth or engagement, but that may be the result of a 
large portion of our user base being in a younger demographic and more willing to invest the time to learn to use our product offerings most effectively. To the extent that future users, including those 
in older demographics, are less willing to invest the time to learn to use our product offerings, and if we are unable to make our product offerings easy to 
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learn to use, our user growth or engagement could be affected, and our business could be harmed. We may develop new product offerings that increase user engagement and costs without increasing 
revenue. 


Additionally, we may make bad or unprofitable decisions regarding these investments. If new or existing competitors offer more attractive product offerings, we may lose users or users may 
decrease their spending on our product offerings. New customer demands, superior competitive product offerings, new industry standards or changes in the regulatory environment could render our 
existing product offerings unattractive, unmarketable or obsolete and require us to make substantial unanticipated changes to our technology or business model. Our failure to adapt to a rapidly 
changing market or evolving customer demands could harm our business, financial condition, results of operations and prospects. 


Our growth will depend on our ability to attract and retain users, and the loss of our users, failure to attract new users in a cost-effective manner, or failure to effectively manage our growth 
could adversely affect our business, financial condition, results of operations and prospects. 


Our ability to achieve growth in revenue in the future will depend, in large part, upon our ability to attract new users to our product offerings, retain existing users of our product offerings and 
reactivate users in a cost-effective manner. Achieving growth in our community of users may require us to increasingly engage in sophisticated and costly sales and marketing efforts, which may not 
have a favorable return on investment. We have used and expect to continue to use a variety of free and paid marketing channels, in combination with compelling offers and exciting games to achieve 
our objectives. For paid marketing, we intend to leverage a broad array of advertising channels, including television, radio, social media platforms, such as Facebook, Instagram, Twitter and Snap, 
affiliates and paid and organic search, and other digital channels, such as mobile display. If the search engines on which we rely modify their algorithms, change their terms around gaming, or if the 
prices at which we may purchase listings increase, then our costs could increase, and fewer users may click through to our website. If links to our website are not displayed prominently in online 
search results, if fewer users click through to our website, if our other digital marketing campaigns are not effective, or if the costs of attracting users with any of our current methods significantly 
increase, then our ability to efficiently attract new users could be reduced, our revenue could decline and our business, financial condition and results of operations could be harmed. 


In addition, our ability to increase the number of users of our product offerings will depend on continued user adoption of Sportsbook, iGaming and DFS. Growth in the gaming industry and the 
level of demand for and market acceptance of our product offerings will be subject to a high degree of uncertainty. We cannot assure that consumer adoption of our product offerings will continue or 
exceed current growth rates, or that the industry will achieve more widespread acceptance. 


Additionally, as technological or regulatory standards change and we modify our product offerings to comply with those standards, we may need users to take certain actions to continue playing, 
such as performing age verification checks or accepting new terms and conditions. Users may stop using our product offerings at any time, including if the quality of the user experience, including 
our support capabilities in the event of a problem, does not meet their expectations or keep pace with the quality of the customer experience generally offered by competitive product offerings. 


Our core values of focusing on our users first and acting for the long term may conflict with the short-term interests of our business. 


One of our operating principles is to put our users first, which we believe is essential to our success and serves the best, long-term interests of the Company and our stakeholders. Therefore, we 
have made in the past, and we may make in the future, certain investments or changes in strategy that we think will benefit our users, even if our decision negatively impacts our operating results in 
the short term. 


Our business model depends upon the continued compatibility between our apps and the major mobile operating systems and upon third-party platforms for the distribution of our product 
offerings. If Google Play or the Apple App Store prevents users from downloading our apps or augments the restrictions on advertising to our users, our ability to grow our revenue, profitability 
and prospects may be adversely affected. 


The substantial majority of our users access our Sportsbook, iGaming and DFS product offerings primarily on mobile devices, and we believe that this will continue to be increasingly important 


to our long-term success. Our business model depends upon the continued compatibility between our apps and the major mobile operating systems. Third parties with whom we do not have any 
formal relationships control the design of mobile devices and operating systems. These parties frequently 
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introduce new devices, and from time to time they may introduce new operating systems or modify existing ones. Network carriers may also impact the ability to download apps or access specified 
content on mobile devices. 


In addition, we rely upon third-party platforms for distribution of our product offerings. Our DFS product offering is delivered as a free application through both the Apple App Store and the 
Google Play Store and is also accessible via mobile and traditional websites. Our Sportsbook and iGaming product offerings are primarily distributed through the Apple App Store and a traditional 
website. The Google Play Store and Apple App Store are global application distribution platforms and the main distribution channels for our apps. As such, the promotion, distribution and operation 
of our apps are subject to the respective distribution platforms’ standard terms and policies for application developers, which are broad and subject to frequent changes and interpretation. 
Furthermore, the distribution platforms may not enforce their standard terms and policies for application developers consistently and uniformly across all applications and with all publishers. 


There is no guarantee that popular mobile devices will start or continue to support or feature our product offerings, or that mobile device users will continue to use our product offerings rather 
than competing product offerings. We are dependent on the interoperability of our technology with popular mobile operating systems, technologies, networks and standards that we do not control, 
such as the Android and iOS operating systems, and any changes, bugs, technical or regulatory issues in such systems, our relationships with mobile manufacturers and carriers, or in their terms of 
service or policies that degrade our product offerings' functionality, reduce or eliminate our ability to distribute our product offerings, give preferential treatment to competitive product offerings, limit 
our ability to deliver high quality product offerings, or impose fees or other charges related to delivering our product offerings, could adversely affect our product offering usage and monetization on 
mobile devices. 


Moreover, our Sportsbook and DFS product offerings require high-bandwidth data capabilities in order to place time-sensitive bets. If the growth of high-bandwidth capabilities, particularly for 
mobile devices, is slower than we expect, our user growth, retention, and engagement may be seriously harmed. Additionally, to deliver high-quality content over mobile cellular networks, our 
product offerings must work well with a range of mobile technologies, systems, networks, regulations, and standards that we do not control. In particular, any future changes to the iOS or Android 
operating systems may impact the accessibility, speed, functionality, and other performance aspects of our product offerings, which issues are likely to occur in the future from time to time. In 
addition, the adoption of any laws or regulations that adversely affect the growth, popularity, or use of the Internet, including laws governing Internet neutrality, could decrease the demand for our 
product offerings and increase our cost of doing business. Specifically, any laws that would allow mobile providers in the United States to impede access to content, or otherwise discriminate against 
content providers like us, such as providing for faster or better access to our competitors, over their data networks, could have a material adverse effect on our business, financial condition, results of 
operations and prospects. 


Furthermore, we may not successfully cultivate relationships with key industry participants or develop product offerings that operate effectively with these technologies, systems, networks, 
regulations, or standards. If it becomes more difficult for our users to access and use our product offerings on their mobile devices, if our users choose not to access or use our product offerings on 
their mobile devices, or if our users choose to use mobile product offerings that do not offer access to our product offerings, our user growth, retention, and engagement could be seriously harmed. 


In addition, if any of the third-party platforms used for distribution of our product offerings were to limit or disable advertising on their platforms, either because of technological constraints or 
because the owner of these distribution platforms wished to impair our ability to serve ads on them, our ability to generate revenue could be harmed. Also, technologies have been, and may continue 
to be, developed by companies, such as Apple and Google, that, among other things, block or limit the display of our advertisements and some or all third-party cookies on mobile and desktop 
devices, limit cross-site and cross-device attribution, prevent measurement outside a narrowly-defined attribution window and prevent advertisement re-targeting and optimization. These 
developments could require us to make changes to how we collect information on, and track the actions of, our users and impact our marketing activities. While these changes have not had a material 
adverse impact on our business to date, they could materially impact the way we do business in the future, and if we or our advertising partners are unable to quickly and effectively adjust to new 
changes, there could be an adverse effect on our business, financial condition, results of operations or prospects. 


We may require additional capital to support our growth plans, and such capital may not be available on terms acceptable to us, if at all. This could hamper our growth and adversely affect our 
business. 


We intend to make significant investments to support our business growth and may require additional funds to respond to business challenges, including the need to develop new product 
offerings and features or enhance our existing product offerings and features, improve our operating infrastructure or acquire complementary businesses, personnel and technologies. 
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Accordingly, we may need to engage in equity or debt financings to secure additional funds, which may involve increased funding costs due to rising interest rates. Our ability to obtain additional 
capital, if and when required, will depend on our business plans, investor demand, our operating performance, capital markets conditions and other factors. If we raise additional funds by issuing 
equity, equity-linked or debt securities, those securities may have rights, preferences or privileges senior to the rights of our currently issued and outstanding equity or debt, and our existing 
stockholders may experience dilution. If we are unable to obtain additional capital when required, or on satisfactory terms, our ability to continue to support our business growth or to respond to 
business opportunities, challenges or unforeseen circumstances could be adversely affected, and our business may be harmed. 


We may invest in or acquire other businesses, and our business may suffer if we are unable to successfully integrate acquired businesses into our Company or otherwise manage the growth 
associated with multiple acquisitions. 


As part of our business strategy, we have made, and may continue to make, acquisitions as opportunities arise to add new or complementary businesses, products, brands or technologies. In some 
cases, the costs of such acquisitions may be substantial, including as a result of professional fees, financing costs and due diligence efforts. There is no assurance that the time and resources expended 
on pursuing a particular acquisition will result in a completed transaction, or that any completed transaction will ultimately be successful. In addition, the assumptions we use to evaluate acquisition 
opportunities may not prove to be accurate, and intended benefits may not be realized. Our due diligence investigations may fail to identify all of the issues, liabilities or other challenges associated 
with an acquired business, which could result in increased risk of unanticipated or unknown issues or liabilities, including with respect to privacy, competition and other regulatory matters, and our 
mitigation strategies for such risks that are identified may not be effective. Further, we may be unable to identify suitable acquisition or strategic investment opportunities, or may be unable to obtain 
any required financing or regulatory approvals, and therefore may be unable to complete such acquisitions or strategic investments on favorable terms, if at all. We may decide to pursue acquisitions 
with which our investors may not agree, and we cannot assure investors that any acquisition or investment will be successful or otherwise provide a favorable return on investment. In addition, 
acquisitions and the integration thereof, such as the GNOG Transaction, require significant time and resources and place significant demands on our management, as well as on our operational and 
financial infrastructure. In addition, if we fail to successfully complete transactions or integrate new teams, or integrate the products and technologies associated with these acquisitions into our 
Company, our business could be materially harmed. Acquisitions have, and may continue to, expose us to operational challenges and risks, including: 


the ability to profitably manage acquired businesses or successfully integrate the acquired businesses’ operations, personnel, financial reporting, accounting and internal controls, 
technologies and products into our business; 


increased indebtedness and the expense of integrating acquired businesses, including significant administrative, operational, economic, geographic or cultural challenges in managing and 
integrating the expanded or combined operations; 


entry into jurisdictions or acquisition of products or technologies with which we have limited or no prior experience, and the potential of increased competition with new or existing 
competitors as a result of such acquisitions; 


* management challenges involved in maintaining geographically dispersed operations with different business cultures and compensation structures; 


* diversion of management’s attention and the over-extension of our operating infrastructure and our management systems, information technology systems, and internal controls and 
procedures, which may be inadequate to support growth; 


¢ the ability to fund our capital needs and any cash flow shortages that may occur if anticipated revenue is not realized or is delayed, whether by general economic or market conditions, or 
unforeseen internal difficulties; and 


¢ the ability to retain or hire qualified personnel required for expanded operations. 


Our acquisition strategy may not succeed if we are unable to remain attractive to target companies or expeditiously complete transactions. Issuing shares of our Class A common stock to fund an 
acquisition would cause economic dilution to our existing stockholders. If we develop a reputation for being a difficult acquirer or having an unfavorable work environment, or target companies view 
our Class A common stock unfavorably, we may be unable to consummate key acquisition transactions essential to our corporate strategy and our business may be seriously harmed. 
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Acquisitions may also disrupt our ongoing business, divert our resources and require significant management attention that would otherwise be available for ongoing development of our current 
business. In addition, we may be required to make additional capital investments or undertake remediation efforts to ensure the success of our acquisitions, which may reduce the benefits of such 
acquisitions. We also may be required to use a substantial amount of our cash or issue debt or equity securities to complete an acquisition, which could deplete our cash reserves and/or dilute our 
existing stockholders. 


In addition, there has been, and we expect there will continue to be, significant competition within the gaming industry for acquisitions of businesses, technologies and assets. As such, even if we 
are able to identify an acquisition that we would like to pursue, the target may be acquired by another strategic buyer or we may otherwise not be able to complete the acquisition on commercially 
reasonable terms, or at all. Moreover, in addition to our failure to realize the anticipated benefits of any acquisition, including our revenues or return on investment assumptions, we may be exposed to 
unknown liabilities or impairment charges as a result of acquisitions we do complete. 


We are party to pending litigation in various jurisdictions and with various plaintiffs, and we may be subject to future litigation in the operation of our business. An adverse outcome in one or 
more proceedings could adversely affect our business. 


In the past we have been party to, and we may in the future increasingly face the risk of, claims, lawsuits, and other proceedings involving competition and antitrust, intellectual property, privacy, 
consumer protection, accessibility claims, securities, tax, labor and employment, commercial disputes, services and other matters. See “Business — Legal Proceedings.” Litigation to defend us 
against claims by third parties, or to enforce any rights that we may have against third parties, may be necessary, which could result in substantial costs and diversion of our resources, causing a 
material adverse effect on our business, financial condition, results of operations and prospects. 


Any litigation to which we are a party may result in an onerous or unfavorable judgment that may not be reversed upon appeal, or in payments of substantial monetary damages or fines, the 
posting of bonds requiring significant collateral, letters of credit or similar instruments, or we may decide to settle lawsuits on similarly unfavorable terms. These proceedings could also result in 
reputational harm, criminal sanctions, consent decrees or orders preventing us from offering certain product offerings or requiring a change in our business practices in costly ways or requiring 
development of non-infringing or otherwise altered products or technologies. Litigation and other claims and regulatory proceedings against us could result in unexpected disciplinary actions, 
expenses and liabilities, which could have a material adverse effect on our business, financial condition, results of operations and prospects. 


Our business is subject to a variety of U.S. and foreign laws, many of which are unsettled and still developing and which could subject us to claims or otherwise harm our business. Any change 
in existing regulations or their interpretation, or the regulatory climate applicable to our product offerings and services, or changes in tax rules and regulations or interpretation thereof related 
to our product offerings and services, could adversely impact our ability to operate our business as currently conducted or as we seek to operate in the future, which could have a material 
adverse effect on our financial condition and results of operations. 


We are generally subject to laws and regulations relating to fantasy sports, sports betting and iGaming in the jurisdictions in which we conduct our business or in some circumstances, in those 
jurisdictions in which we offer our services or those are available, as well as the general laws and regulations that apply to all e-commerce businesses, such as those related to privacy and personal 
information, tax and consumer protection. These laws and regulations vary from one jurisdiction to another and future legislative and regulatory action, court decisions or other governmental action, 
which may be affected by, among other things, political pressures, attitudes and climates, as well as personal biases, may have a material impact on our operations and financial results. In particular, 
some jurisdictions have introduced legislation or regulations attempting to restrict or prohibit online sport betting and online gaming, while others have taken the position that online sports betting and 
online gaming should be licensed and regulated and have adopted or are in the process of considering enabling legislation and regulations. Additionally, some jurisdictions in which we may operate 
could presently be unregulated or partially regulated and therefore more susceptible to the enactment or change of laws and regulations. 


We offer our DFS product offering in 24 U.S. states that have adopted legislation permitting online fantasy sports. In those states that currently require a license or registration, we have either 
obtained the appropriate license or registration, have obtained a provisional license, or are operating pursuant to a grandfathering clause that allows operation pending the availability of licensing 
applications and subsequent grant of a license. We also operate DFS in the United Kingdom pursuant to a license issued by the United Kingdom Gambling Commission. 
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We also operate our DFS product offering in 20 U.S. states, Washington D.C., and certain provinces in Canada that, in each case, do not have fantasy sports-specific laws or regulations. In those 
jurisdictions, our business has been, and in the future may be, subject to future legislative and regulatory action, court decisions or other governmental action that could alter or eliminate our ability to 
operate. For example, in certain states in which we operate, including Texas and Florida, the applicable office of the Attorney General has issued an adverse legal opinion regarding DFS and other 
fantasy sports. In the event that one of those Attorneys General decides to take action on the opinion from their office, we may have to withdraw our paid DFS operations from such state, which could 
have a material adverse effect on our business, financial condition and results of operations. 


In May 2018, the U.S. Supreme Court struck down PASPA as unconstitutional. This decision has the effect of lifting federal restrictions on sports betting and thus allowing states to determine the 
legality of sports betting for themselves. Since the repeal of PASPA, several states (and Washington D.C.) have legalized online sports betting. To the extent new real money gaming or sports betting 
jurisdictions are established or expanded, we cannot guarantee that we will be successful in entering such new jurisdictions or expanding our business or user base in line with the growth of existing 
jurisdictions. If we are unable to effectively develop and operate directly or indirectly within these new jurisdictions or if our competitors are able to successfully enter geographic jurisdictions that 
we cannot access or where we face other restrictions, there could be a material adverse effect on our business, operating results and financial condition. Our failure to obtain or maintain the necessary 
regulatory approvals in jurisdictions, whether individually or collectively, would have a material adverse effect on our business. See “Business — Government Regulation.” To expand into new 
jurisdictions, we may need to be licensed and obtain approvals of our product offerings. This is a time-consuming process that can be costly. Any delays in obtaining or difficulty in maintaining 
regulatory approvals needed for expansion within existing jurisdictions or into new jurisdictions can negatively affect our opportunities for growth, including the growth of our customer base, or 
delay our ability to recognize revenue from our product offerings in any such jurisdictions. 


Future legislative and regulatory action, and court decisions or other governmental action, may have a material impact on our operations and financial results. Governmental authorities could 
view us as having violated local laws, despite our efforts to obtain all applicable licenses or approvals. There is also a risk that civil and criminal proceedings, including class actions, brought by or on 
behalf of prosecutors or public entities or incumbent monopoly providers, or private individuals, could be initiated against us, Internet service providers, credit card and other payment processors, 
advertisers and others involved in the offering of Sportsbook, iGaming and DFS product offerings. Such potential proceedings could involve substantial litigation expense, penalties, fines, seizure of 
assets, injunctions or other restrictions being imposed upon us or our licensees or other business partners, while diverting the attention of key executives. Such proceedings could have a material 
adverse effect on our business, financial condition, results of operations and prospects, as well as impact our reputation. 


There can be no assurance that legally enforceable legislation will not be proposed and passed in jurisdictions relevant or potentially relevant to our business to prohibit, legislate or regulate 


various aspects of Sportsbook, iGaming and DFS product offerings (or that existing laws or regulations in those jurisdictions will not be changed or interpreted negatively). Compliance with any such 
legislation may have a material adverse effect on our business, financial condition and results of operations, either as a result of our determination that a jurisdiction should be blocked, or because a 
local license or approval may be costly for us or our business partners to obtain and/or such licenses or approvals may contain other commercially undesirable conditions. 


Compliance with data privacy and security laws and regulations could require us to incur significant expenses and failure to comply with such laws and regulations could carry penalties and 
potential criminal sanctions, as well as risk of litigation. 


In the context of our European Union ("EU") operations, we may be subject to specific compliance obligations under the General Data Protection Regulation (EU) 2016/679 (the “GDPR”) and 
associated laws and regulations in different EU Member States in which we operate. In addition, portions of our business established outside the EU may be required to comply with the requirements 
of the GDPR and associated EU legislation with respect to the offering of products or services to, or the monitoring of, individuals in the EU. We may also be subject to the local privacy and data 
protection laws of the EU Member States in which we offer products or services. Failure to comply with these EU data protection and privacy laws can carry penalties and potential criminal 
sanctions, as well as the risk of litigation. In addition, Directive 2002/58/EC (as amended by Directive 2009/136/EC) (together, the “e-Privacy Directive”) governs, among other things, the use of 
cookies and the sending of electronic direct marketing within the EU and, as such, will apply to our marketing activities within the EU. Following Brexit, the UK has adopted its own data protection 
and direct marketing laws (the “UK data protection laws”) which are currently based on the corresponding EU legislation. Our UK-facing operations may therefore be subject to specific compliance 
obligations under the UK data protection laws. 
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In our efforts to comply with the GDPR, the e-Privacy Directive and the UK data protection laws, we rely on positions and interpretations of the law that have yet to be fully tested before the 
relevant courts and regulators. While the UK data protection laws are currently similar to the corresponding EU laws, it is possible that those laws will diverge in the future; to the extent that those 
laws do diverge, then that may increase the costs of maintaining regulatory compliance. There is also a risk that it may become more difficult to make cross-border transfers of personal data, as a 
result of diverging data protection regimes in the territories where our customers are located and the territories where our operations are based. If a regulator or court of competent jurisdiction 
determined that one or more of our compliance efforts does not satisfy the applicable requirements of the GDPR or the e-Privacy Directive, or the UK data protection laws, or if any party brought a 
claim in this regard, there could be potential governmental or regulatory investigations, enforcement actions, regulatory fines, compliance orders, litigation or public statements against us by 
consumer advocacy groups or others, and that could cause customers to lose trust in us and damage our reputation. Likewise, a change in guidance could be costly and have an adverse effect on our 
business. 


We may also face similar compliance risks in connection with requirements under North American privacy and data protection laws, including the California Consumer Privacy Act and its 
implementing regulations, Virginia’s Consumer Data Protection Act and certain other privacy and data protections laws enacted by other jurisdictions from time to time. Non-compliance with such 
requirements may result in civil penalties and orders that require us to change the way we process data. In the event of a data breach, we are also subject to breach notification laws in the jurisdictions 
in which we operate and the risk of litigation and regulatory enforcement actions. 


Our growth prospects depend on the legal status of real-money gaming in various jurisdictions, predominantly within the United States, and legalization may not occur in as many jurisdictions 
as we expect, or may occur at a slower pace than we anticipate. Additionally, even if jurisdictions legalize real money gaming, this may be accompanied by legislative or regulatory restrictions 
and/or taxes that make it impracticable or less attractive to operate in those jurisdictions, or the process of implementing regulations or securing the necessary licenses to operate in a particular 
jurisdiction may take longer than we anticipate, or existing laws or regulations may be changed or interpreted adversely, any of which could adversely affect our future results of operations and 
make it more difficult to meet our expectations for financial performance. 


A number of states have legalized, or are currently considering legalizing, real money online sports betting and iGaming, and our business, financial condition, results of operations and prospects 
are significantly dependent upon such legalization. Our business plan is partially based upon the legalization of real money online sports betting and iGaming for a specific percentage of the U.S. 
population on a yearly basis and such rate of legalization may not occur as we have anticipated. Additionally, if a large number of additional jurisdictions or the federal government enact real money 
sports betting or iGaming legislation and we are unable to obtain, or are otherwise delayed in obtaining, the necessary licenses to operate online sports betting or iGaming websites in such 
jurisdictions, our future growth in online sports betting and iGaming could be materially impaired. Furthermore, for those jurisdictions that have enacted real-money sports betting or iGaming laws or 
regulations, such laws and regulations could be amended or interpreted adversely, which could impose additional restrictions or costs that could have an adverse effect on our business. 


As we enter into new jurisdictions, the relevant jurisdiction may legalize real money sports betting and iGaming in a manner that is unfavorable to us. As a result, we may encounter unexpected 
legal, regulatory and political challenges, which could result in an unforeseen adverse impact on planned revenues or costs associated with the new opportunity. For example, certain states require us 
to have a relationship with a retail operator in order to offer our online Sportsbook product offering, which tends to increase our costs of revenue. States that have established state-run monopolies 
may limit opportunities for private sector participants like us. States also impose substantial tax rates on online sports betting and iGaming revenue in addition to, in the case of online sports betting, 
the federal excise tax of 25 basis points on the amount of each wager. As most state product taxes apply to various measures of modified gross profit, tax rates, whether federal- or state-based, that are 
higher than we expect will make it more costly and less desirable for us to launch in a given jurisdiction, while tax increases in any of our existing jurisdictions may adversely impact our profitability. 


Therefore, even in cases in which a jurisdiction licenses and regulates Sportsbook, iGaming or DFS, the licensing and regulatory regimes can vary considerably in terms of their business- 
friendliness and at times may be intended to provide incumbent operators with advantages over new licensees. Therefore, certain “liberalized” regulatory regimes are considerably more commercially 
attractive than others. 


Failure to comply with regulatory requirements in a particular jurisdiction, or the failure to successfully obtain a license or permit applied for in a particular jurisdiction, could impact our 
ability to comply with licensing and regulatory requirements in other jurisdictions, or could cause the rejection of license applications or cancellation of existing licenses in other jurisdictions, or 
could cause financial institutions, online and mobile platforms, advertisers and distributors to stop 
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providing services to us which we rely upon to receive payments from, or distribute amounts to, our users, or otherwise to deliver and promote our product offerings and services. 


Compliance with the various regulations applicable to fantasy sports and real money sports betting and iGaming is costly and time-consuming. Regulatory authorities at the non-U.S. and U.S. 
federal, state and local levels have broad powers with respect to the regulation and licensing of fantasy sports and real money gaming operations and may revoke, suspend, condition or limit our 
fantasy sports or real money gaming licenses, impose substantial fines on us and take other actions, any one of which could have a material adverse effect on our business, financial condition, results 
of operations and prospects. These laws and regulations are dynamic and subject to potentially differing interpretations, and various legislative and regulatory bodies may expand current laws or 
regulations or enact new laws and regulations regarding these matters. We endeavor to comply with all applicable laws and regulations relating to our business. It is possible, however, that these 
requirements may be interpreted and applied in a manner that is inconsistent from one jurisdiction to another and may conflict with other rules. Non-compliance with any such law or regulations 
could expose us to claims, proceedings, litigation and investigations by private parties and regulatory authorities, as well as substantial fines and negative publicity, each of which may materially and 
adversely affect our business. 


Any fantasy sports or real money gaming license could be revoked, suspended or conditioned at any time. The loss of a license in one jurisdiction could trigger the loss of a license or affect our 
eligibility for such a license in another jurisdiction, and any of such losses, or potential for such loss, could cause us to cease offering some or all of our product offerings in the impacted jurisdictions. 
We may be unable to obtain or maintain all necessary registrations, licenses, permits or approvals, and could incur fines or experience delays related to the licensing process, which could adversely 
affect our operations. Our delay or failure to obtain or maintain licenses in any jurisdiction may prevent us from distributing our product offerings, increasing our customer base and/or generating 
revenues. We cannot assure you that we will be able to obtain and maintain the licenses and related approvals necessary to conduct our Sportsbook, iGaming and DFS operations. Any failure to 
maintain or renew our existing licenses, registrations, permits or approvals could have a material adverse effect on our business, financial condition, results of operations and prospects. 


Our growth prospects and market potential will depend on our ability to obtain licenses to operate in a number of jurisdictions, and if we fail to obtain and subsequently maintain such licenses, 
our business, financial condition, results of operations and prospects could be impaired. 


Our ability to grow our business will depend on our ability to obtain and maintain licenses to offer our product offerings in a large number of jurisdictions or in heavily populated jurisdictions. 
Regulated gaming license applications and audits frequently involve an in-depth suitability review of the applicant’s business and operations and associated individuals including certain officers, 
directors, key employees and significant stockholders. These applications and audits take substantial time to prepare, submit, and complete, often requiring the production of multiple years’ worth of 
business and personal financial records and disclosures which take considerable time to compile, followed by the regulator’s investigatory process which may take months or even years to complete. 
If we fail to obtain and maintain licenses in large jurisdictions or in a greater number of mid-market jurisdictions, this may prevent us from expanding the footprint of our product offerings, increasing 
our user base and/or generating revenues. We cannot be certain that we will be able to obtain and maintain licenses and related approvals necessary to conduct our Sportsbook, iGaming and DFS 
operations in a timely manner or at all. Any failure to obtain and maintain licenses, registrations, permits or approvals could have a material adverse effect on our business, financial condition, results 
of operations and prospects. 


We have been, and continue to be, the subject of governmental investigations and inquiries with respect to the operation of our businesses, and we could be subject to future governmental 
investigations and inquiries, legal proceedings and enforcement actions. Any such investigation, inquiry, proceeding or action, could adversely affect our business. 


We have received formal and informal inquiries from time to time, from government authorities and regulators, including tax authorities and gaming regulators, regarding compliance with laws 
and other matters, and we may receive such inquiries in the future, particularly as we grow and expand our operations. Violation of existing or future regulations, regulatory orders or consent decrees 
could subject us to substantial monetary fines and other penalties that could negatively affect our financial condition and results of operations. In addition, it is possible that future orders issued by, or 
inquiries or enforcement actions initiated by, government or regulatory authorities could cause us to incur substantial costs, expose us to unanticipated liability or penalties, or require us to change our 
business practices in a manner materially adverse to our business. 


Participation in the sports betting industry exposes us to trading, liability management and pricing risk. We may experience lower than expected profitability and potentially significant losses as 
a result of a failure to determine accurately the odds in 
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relation to any particular event and/or any failure of our sports risk management processes due to a variety of factors beyond our control. 


Our fixed-odds betting product offerings involve betting where winnings are paid on the basis of the stake placed and the odds quoted. Odds are determined with the objective of providing an 
average return to the bookmaker over a large number of events and therefore, over the long term, our gross win percentage has remained fairly constant. However, there can be significant variation in 
gross win percentage event-by-event and day-by-day. We have systems and controls that seek to reduce the risk of daily losses occurring on a gross-win basis, but there can be no assurance that these 
will be effective in reducing our exposure, and consequently our exposure to this risk in the future. As a result, in the short term, there is less certainty of generating a positive gross win, and we have 
from time to time experienced, and may in the future experience, significant losses with respect to individual events or betting outcomes, in particular if large individual bets are placed on an event or 
betting outcome or series of events or betting outcomes. Odds compilers and risk managers are capable of human error, thus even allowing for the fact that a number of betting products are subject to 
capped pay-outs, significant volatility can occur. In addition, it is possible that there may be such a high volume of trading during any particular period that even automated systems would be unable 
to address and eradicate all risks. Any significant losses on a gross- win basis could have a material adverse effect on our business, financial condition, results of operations and cash flows. In 
addition, if a jurisdiction where we hold or wish to apply for a license imposes a high turnover tax for betting (as opposed to a gross-win tax), this would also impact profitability, particularly with 
high value/low margin bets, and likewise have a material adverse effect on our business. 


Palpable (obvious) errors in Sportsbook odds making may occasionally occur in the normal course of business, sometimes for large liabilities. While it is a worldwide standard business practice 
to void bets associated with palpable errors or to correct the odds, there is no guarantee regulators will approve voiding palpable errors in every case. 


Our Sportsbook offers a huge spectrum of betting markets across dozens of sports, and the odds are set through a combination of algorithmic and manual odds making. Bet acceptance is also a 
combination of automatic and manual acceptance. In some cases, the odds offered on our Sportsbook constitute an obvious error. Examples of such errors are inverted lines between teams, or odds 
that are significantly different from the true odds of the outcome in a way that all reasonable persons would agree is an error. It is generally commonplace worldwide for operators to void bets 
associated with such palpable errors, and, in most mature jurisdictions, these bets can be voided without regulatory approval at operator discretion. In the U.S., it is unclear long term if state-by-state 
regulators will consistently approve the voiding of bets or re-setting odds to correct odds on such bets. In some cases, we require regulatory approval to void palpable errors ahead of time. If 
regulators were to not allow voiding of bets associated with large obvious errors in odds making, we could be subject to covering significant liabilities. 


We follow the industry practice of restricting and managing betting limits at the individual customer level based on individual customer profiles and risk level to the enterprise; however there is 
no guarantee that jurisdictions will allow operators such as us to limit on the individual customer level. 


It is customary for sports betting operators to manage customer betting limits at the individual level to manage enterprise risk levels. We believe this practice is beneficial overall, because if it 
were not possible, betting options would be restricted globally and limits available to customers would be much lower to insulate overall risk due to the existence of a small segment of highly 
sophisticated syndicates and algorithmic bettors, or bettors looking to take advantage of errors and omissions on our platforms. We believe virtually all operators balance taking reasonable action 
from all customers against the risk of individual customers significantly harming business viability. We cannot assure you that all state legislation and regulators will always allow operators to execute 
limits at the individual customer level, or at their sole discretion. 


Negative events or negative media coverage relating to, or a declining popularity of, sports betting, online sports betting, daily fantasy sports, or the underlying sports or athletes, or iGaming in 
particular, or other negative coverage may adversely impact our ability to retain or attract users, which could have an adverse impact on our business. 


Public opinion can significantly influence our business. Unfavorable publicity regarding us, for example, our product changes, product quality, litigation, or regulatory activity, or regarding the 
actions of third parties with whom we have relationships or the underlying sports (including declining popularity of the sports or athletes) could seriously harm our reputation. In addition, a negative 
shift in the perception of sports betting and iGaming by the public or by politicians, lobbyists or others could affect future legislation of sports betting and iGaming, which could cause jurisdictions to 
abandon proposals to legalize sports betting and iGaming, thereby limiting the number of jurisdictions in which we are permitted to operate. Furthermore, illegal betting activity by athletes could 
result in negative publicity for our industry and could harm our brand reputation. Negative public perception could also lead to new restrictions on, or the prohibition of, iGaming or sports betting in 
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jurisdictions in which we currently operate. Such negative publicity could also adversely affect the size, demographics, engagement and loyalty of our customer base and result in decreased revenue 
or slower user growth rates, which could seriously harm our business. 


We may have difficulty accessing the service of banks, credit card issuers and payment processing service providers, which may make it difficult to offer our product offerings and services. 


Although financial institutions and payment processors are permitted to provide services to us and others in our industry, banks, credit card issuers and payment processing service providers may 
be hesitant to offer banking and payment processing services to real money gaming and fantasy sports businesses. Consequently, those businesses involved in our industry, including our own, may 
encounter difficulties in establishing and maintaining banking and payment processing relationships with a full scope of services and generating market rate interest. If we are unable to maintain our 
bank accounts or our users are unable to use their credit cards, bank accounts or e-wallets to make deposits and withdrawals from our product offerings, it would make it difficult for us to operate our 
business, increase our operating costs, and pose additional operational, logistical and security challenges which could result in an inability to implement our business plan. 


The requirements of being a public company may strain our resources and divert management’s attention, and additional legal, accounting and compliance expenses may be greater than we 
anticipate. 


We became a public company following the consummation of the DEAC Business Combination, and as such, we have incurred, and will continue to incur, significant legal, accounting and other 
expenses that DraftKings and SBTech did not incur as private companies. We are subject to the reporting requirements of the Exchange Act, and we are required to comply with the applicable 
requirements of the Sarbanes-Oxley Act of 2022 (“Sarbanes-Oxley”) and the Dodd-Frank Wall Street Reform and Consumer Protection Act, as well as the rules and regulations subsequently 
implemented by the SEC and the listing standards of The Nasdaq Stock Market, including changes in corporate governance practices and the establishment and maintenance of effective disclosure 
and financial controls. Compliance with these rules and regulations can be burdensome, and our management and other personnel are required to devote a substantial amount of time to these 
compliance initiatives. For example, we expect that these rules and regulations may make it more difficult and more expensive for us to attract and retain 
qualified members of our board of directors. 


Failure to maintain adequate financial, information technology and management processes and controls could result in material weaknesses and lead to errors in our financial reporting, which 
could adversely affect our business as a public company. 


As a public company, we are required to maintain internal control over financial reporting and to report any material weaknesses in such internal controls. Section 404 of Sarbanes-Oxley requires 
that we evaluate and determine the effectiveness of our internal control over financial reporting. It also requires our independent registered public accounting firm to attest to our evaluation of our 
internal control over financial reporting with our Annual Report. Although our management has determined, and our independent registered public accounting firm has attested, that our internal 
control over financial reporting was effective as of December 31, 2022, we cannot assure you that we or our independent registered public accounting firm will not identify a material weakness in our 
internal controls in the future. Maintaining effective internal control over financial reporting is necessary for us to produce reliable financial reports and is important in helping to prevent financial 
fraud. 


Our current controls and any new controls that we develop may become inadequate because of poor design and changes in our business, including increased complexity resulting from any 
expansion. Any failure to implement and maintain effective internal control over financial reporting could adversely affect the results of assessments by our independent registered public accounting 
firm and their attestation reports. 


If we are unable to certify the effectiveness of our internal controls, or if our internal controls have a material weakness, we may not detect errors timely, our consolidated financial statements 
could be misstated, we could be subject to regulatory scrutiny and a loss of confidence by stakeholders, which could harm our business and adversely affect the market price of our common stock. 
Failure to comply with Section 404 of Sarbanes-Oxley could potentially subject us to sanctions or investigations by the SEC, FINRA or other regulatory authorities, as well as increase the risk of 
liability arising from litigation based on securities law. 


Continued growth and success will depend on the performance of our current and future employees, including certain key employees. Recruitment and retention of these individuals is vital to 
growing our business and meeting our business plans. The loss of any of our key executives or other key employees could harm our business. 
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We depend on a limited number of key personnel to manage and operate our business, including DraftKings’ co-founders, our Chief Financial Officer and our Chief Legal Officer. The leadership 
of these key personnel has been, and we expect will continue to be, a critical element of our success. The departure, death or disability of any one of our executive officers or other extended or 
permanent loss of any of their services, or any negative market or industry perception with respect to any of them or their loss, could have a material adverse effect on our business. We are not 
protected by key man or similar life insurance covering executive officers or members of senior management. 


In addition, certain of our other employees have made significant contributions to our growth and success. We believe our success and our ability to compete and grow will depend in large part 
on the efforts and talents of our employees and on our ability to retain highly skilled personnel. There is significant competition for these types of personnel, and we compete with other potential 
employers for the services of our employees. As a result, we may not succeed in retaining our executives and other key employees. Employees, particularly analysts and engineers, are in high 
demand, and we devote significant resources to identifying, hiring, training, successfully integrating and retaining these employees. In addition, experienced personnel in the technology industry are 
in high demand. We cannot provide assurance that we will be able to attract or retain such highly qualified personnel in the future. In addition, the loss of employees or the inability to hire additional 
skilled employees as necessary could result in significant disruptions to our business, and the integration of replacement personnel could be time-consuming and expensive and cause additional 
disruptions to our business. If we do not succeed in attracting, hiring, and integrating qualified personnel, or retaining and motivating existing personnel, we may be unable to grow effectively and our 
business could be seriously harmed. 


All of our named executive officers are employees-at-will. The unexpected loss of services of one or more of these key employees could have a material adverse effect on our business, financial 
condition, results of operations and prospects. 


In some jurisdictions our key executives, certain employees or other individuals related to the business are, and will continue to be, subject to licensing or compliance requirements. Failure by 
such individuals to obtain the necessary licenses or comply with individual regulatory obligations could cause the business to be non-compliant with its obligations, or imperil its ability to obtain 
or maintain licenses necessary for the conduct of the business. In some cases, the remedy to such situation may require the removal of a key executive or employee and the mandatory 
redemption or transfer of such person’s equity securities. 


As part of obtaining real money gaming licenses, the responsible gaming authority will generally determine suitability of certain directors, officers and employees and, in some instances, 
significant stockholders. The criteria used by gaming authorities to make determinations as to who requires a finding of suitability or the suitability of an applicant to conduct gaming operations 
varies among jurisdictions, but generally requires extensive and detailed application disclosures followed by a thorough investigation. If any gaming authority with jurisdiction over our business were 
to find an applicable officer, director, employee or significant stockholder of ours unsuitable for licensing or unsuitable to continue having a relationship with us, we would be required to sever our 
relationship with that person or entity. Furthermore, such gaming authorities may require us to terminate the employment of any person who refuses to file required applications. Either result could 
have a material adverse effect on our business, operations and prospects. 


In addition, our amended and restated articles of incorporation provide that any of our common stock or other equity securities owned or controlled by any stockholder whom our board of 
directors determines in good faith (following consultation with reputable outside gaming regulatory counsel), pursuant to a resolution adopted by the unanimous affirmative vote of all of the 
disinterested members of our board of directors, is an unsuitable person, will be subject to mandatory sale and transfer to either us or one or more third-party transferees. 


Additionally, a gaming regulatory body may refuse to issue or renew a gaming license or restrict or condition the same, based on our present activities or the past activities of DraftKings, SBTech 
or GNOG, or the past or present activities of their or our current or former directors, officers, employees, stockholders or third parties with whom we have relationships, which could adversely affect 
our operations or financial condition. If additional gaming regulations are adopted in a jurisdiction in which we operate, such regulations could impose restrictions or costs that could have a 
significant adverse effect on us. From time to time, various proposals are introduced in the legislatures of some of the jurisdictions in which we have existing or planned operations that, if enacted, 
could adversely affect our directors, officers, key employees, or other aspects of our operations. To date, we have obtained all governmental licenses, findings of suitability, registrations, permits and 
approvals necessary for our operations as currently conducted. However, we can give no assurance that any additional licenses, permits and approvals that may be required will be given or that 
existing ones will be renewed or will not be revoked. Renewal of licenses, permits and approvals are subject to, among other things, continued satisfaction of suitability requirements of our 
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directors, officers, key employees and stockholders. Any failure to renew or maintain our licenses or to receive new licenses when necessary would have a material adverse effect on us. 


Due to the nature of our business, we are subject to taxation in a number of jurisdictions and changes in, or new interpretations of, tax laws, tax rulings or their application by tax authorities 
could result in additional tax liabilities and could materially affect our financial condition and results of operations. We have been, and continue to be, subject to periodic audits and 
examinations by the IRS, as well as state and local taxing authorities, the results of which may materially impact our financial statements in the period in which the audit or examination occurs. 


Our tax obligations are varied and include U.S. federal, state and local taxes and international taxes due to the nature of our business. The tax laws that are applicable to our business are subject 
to interpretation, and significant judgment is required in determining our worldwide provision for income taxes. In the course of our business, there are many transactions and calculations where the 
ultimate tax determination is uncertain. For example, compliance with the 2017 United States Tax Cuts and Jobs Act (the “TCJA”) required the collection of information not regularly produced 
within our Company, the use of estimates in our consolidated financial statements, and the exercise of significant judgment in accounting for its provisions. 


In addition, the Inflation Reduction Act (the “IRA”) was enacted in August 2022, the provisions of which include a minimum tax equal to 15% of the adjusted financial statement income of 
certain large corporations, as well as a 1% excise tax on certain share buybacks by public corporations that would be imposed on such corporations. While we are analyzing the impact of the IRA, we 
are currently unable to predict whether other proposed changes will occur and, if so, when they would be effective or the ultimate impact on us or our business. To the extent that such changes have a 
negative impact on us or our business, these changes may materially and adversely impact our business, financial condition, and results of operations. Further, it is possible that changes under the 
IRA, the TCJA or other tax legislation could increase our future tax liability, which could in turn adversely impact our business and future profitability. 


Further, many jurisdictions and intergovernmental organizations have been discussing or are in the process of implementing proposals that may change various aspects of the existing framework 
under which our tax obligations are determined in many of the jurisdictions in which we do business and in which our users are located. For example, the Organization for Economic Co-operation 
and Development (the “OECD”), an international association comprised of 38 countries, including the United States, has issued proposals that change long-standing tax principles including on a 
global minimum tax initiative. On December 12, 2022 the European Union member states agreed to implement the OECD’s Base Erosion and Profit Shifting (“BEPS”) 2.0 Pillar Two global 
corporate minimum tax rate of 15% on companies with revenues of at least €750 million, which would go into effect in 2024. In December 2022, South Korea enacted new global minimum tax rules 
to align with the OECD's BEPS 2.0 Pillar Two. Other countries, including the United Kingdom, Switzerland, Canada, and Australia are also actively considering changes to their tax laws to adopt 
certain parts of the OECD’s proposals. The Company will continue to monitor regulatory developments to assess potential impacts to the Company. 


The gaming industry also represents a significant source of tax revenue to the jurisdictions in which we operate. Gaming companies and business-to-business providers in the gaming industry 
(directly and/or indirectly by way of their commercial relationships with operators) are currently subject to significant taxes and fees in addition to normal corporate income taxes, and such taxes and 
fees are subject to increase at any time. From time to time, various legislators and other government officials have proposed and adopted changes in tax laws, or in the administration or interpretation 
of such laws, affecting the gaming industry. In addition, worsening of economic conditions and the large number of jurisdictions with significant current or projected budget deficits could intensify 
the efforts of governments to raise revenues through increases in gaming taxes and/or other taxes. It is not possible to determine with certainty the likelihood of changes in tax laws or in the 
administration or interpretation or enforcement of such laws. Any material increase, or the adoption of additional taxes or fees, could have a material adverse effect on our business, financial 
condition, results of operations and prospects. 


Additionally, tax authorities may impose indirect taxes on Internet-related commercial activity based on existing statutes and regulations which, in some cases, were established prior to the 
advent of the Internet. Tax authorities may interpret laws originally enacted for mature industries and apply it to newer industries, such as the online sports betting and iGaming industries. The 
application of such laws may be inconsistent from jurisdiction to jurisdiction. Our in-jurisdiction activities may vary from period to period which could result in differences in nexus from period to 
period. 


We have been, and continue to be, subject to periodic review and audit by domestic and foreign tax authorities. Tax authorities may disagree with certain positions that we or our predecessors 
have taken or that we will take, and any adverse outcome of such a review or audit could have a negative effect on our business, financial condition and results of operations. Although we believe that 
our tax provisions, positions and estimates are reasonable and appropriate, tax authorities may disagree with certain positions we have taken. In addition, economic and political pressures to increase 
tax revenue in various jurisdictions may make resolving tax disputes favorably more difficult. We are currently under IRS audit for prior tax years, 
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with the primary unresolved issues relating to excise taxation of fantasy sports contests and informational reporting and withholding. The final resolution of that audit, and other audits or litigation, 


may differ from the amounts recorded in our consolidated financial statements included herein and may materially affect our consolidated financial statements in the period or periods in which that 
determination is made. 


Although SBTech’s corporate and tax structure resulted in relatively low effective corporate tax rate for the business, we cannot guarantee the same tax efficiency due to the change in corporate 
structures, as well as developments in the cross-border taxation of international businesses with particular focus on the digital economy, as contemplated under the OECD's Base Erosion and Profit 
Shifting initiative and transfer pricing legislation. Further, in light of such structure, we may be exposed to a substantial tax liability if the relevant authorities raise claims with regards to SBTech’s tax 
status in various jurisdictions, including in particular the manner in which it allocated or allocates profit amongst relevant jurisdictions for tax purposes. 


Failure to protect or enforce our intellectual property rights or the costs involved in such enforcement could harm our business, financial condition and results of operations. 


We rely on trademark, copyright, patent, trade secret, and domain-name-protection laws to protect our proprietary rights. In the United States and internationally, we have filed various 
applications to protect aspects of our intellectual property, and currently hold a number of issued patents and registered trademarks in multiple jurisdictions. In the future we may acquire additional 
patents or patent portfolios or trademarks, which could require significant cash expenditures. However, third parties may knowingly or unknowingly infringe our proprietary rights, third parties may 
challenge proprietary rights held by us, and pending and future trademark and patent applications may not be approved. In addition, effective intellectual property protection may not be available in 
every country in which we operate or intend to operate our business. In any of these cases, we may be required to expend significant time and expense to prevent infringement or to enforce our rights. 
There can be no assurance that others will not offer products or services that are substantially similar to ours and compete with our business. 


Circumstances outside our control could pose a threat to our intellectual property rights. For example, effective intellectual property protection may not be available in all jurisdictions in which 
our Sportsbook, DFS and iGaming product offerings are accessible. Also, the efforts we have taken to protect our proprietary rights may not be sufficient or effective. Any significant impairment of 
our intellectual property rights could harm our business or our ability to compete. Also, protecting our intellectual property rights is costly and time-consuming. Any unauthorized disclosure or use of 
our intellectual property could make it more expensive to do business, thereby harming our operating results. Furthermore, if we are unable to protect our proprietary rights or prevent unauthorized 
use or appropriation by third parties, the value of our brand and other intangible assets may be diminished, and competitors may be able to more effectively mimic our product offerings and services. 
Any of these events could have a material adverse impact on our business. 


We rely on licenses to use the intellectual property rights of third parties which are incorporated into our product offerings and services. Failure to renew or expand existing licenses may require 
us to modify, limit or discontinue certain product offerings, which could materially affect our business, financial condition and results of operations. 


We rely on products, technologies and intellectual property that we license from third parties for use in our product offerings and our gaming software services. Substantially all of our product 
offerings and services use intellectual property licensed from third parties. The future success of our business depends, in part, on our ability to obtain, retain and/or expand licenses for popular 
technologies and games in a competitive market. We cannot assure you that these third-party licenses, or support for such licensed products and technologies, will continue to be available to us on 
commercially reasonable terms, if at all. In the event that we cannot renew and/or expand existing licenses, we may be required to discontinue or limit our use of the product offerings that include or 
incorporate the licensed intellectual property. 


Some of our license agreements contain minimum guaranteed royalty payments to the third party. If we are unable to generate sufficient revenue to offset the minimum guaranteed royalty 
payments, it could have a material adverse effect on our results of operations, cash flows and financial condition. Our license agreements generally allow for assignment in the event of a strategic 
transaction but contain some limited termination rights post-assignment. Certain of our license agreements grant the licensor rights to audit our use of their intellectual property. Disputes with 
licensors over uses or terms could result in the payment of additional royalties or penalties by us, cancellation or non-renewal of the underlying license or litigation. 


The regulatory review process and licensing requirements also may preclude us from using technologies owned or developed by third parties if those parties are unwilling to subject themselves to 
regulatory review or do not meet regulatory requirements. Certain gaming authorities require gaming manufacturers to obtain approval before engaging in certain 
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transactions, such as acquisitions, mergers, reorganizations, financings, stock offerings and share repurchases. Obtaining such approvals can be costly and time consuming, and we cannot assure you 
that such approvals will be granted or obtained on acceptable terms, or at all, or that the approval process will not result in delays or disruptions to our strategic objectives. 


Our insurance may not provide adequate levels of coverage against claims. 


We maintain insurance that we believe is customary for businesses of our size and type. However, there are types of losses we may incur that cannot be insured against or that we believe are not 
economically reasonable to insure. Moreover, any loss incurred could exceed policy limits and policy payments made to us may not be made on a timely basis. Such losses could adversely affect our 
business prospects, results of operations, cash flows and financial condition. 


We may incur successor liabilities due to conduct arising prior to the completion of the DEAC Business Combination. 


We may be subject to certain liabilities of DK DE and SBTech. For example, DK DE and SBTech at times may each become subject to litigation claims in the operation of its business, including, 
but not limited to, with respect to employee matters and contract matters. From time to time, we may also face intellectual property infringement, misappropriation, or invalidity/non-infringement 
claims from third parties, and some of these claims may lead to litigation. We may initiate claims to assert or defend their own intellectual property against third parties. Any litigation may be 
expensive and time-consuming and could divert management’s attention from its business and negatively affect its operating results or financial condition. The outcome of any litigation cannot be 
guaranteed, and adverse outcomes can affect us negatively. 


In addition, although SBTech implemented a global enterprise resource planning system which produces periodic consolidated financial reports beginning in January 2018, prior to January 2018 
SBTech relied on internally generated financial reporting which was an amalgamation of several financial booking systems. It is possible that historical financial information was not fully aligned 
from the less formal system to the new system, which could affect the accuracy of historical financial information. 


We currently are, and in the future may be, the subject of inquiry and investigation by governmental authorities, which could in turn lead to fines, as the regulatory landscape of sport betting and 
iGaming changes. 


Our non-U.S. operations expose us to certain foreign currency transaction and translation risks. As a result, changes in the valuation of the U.S. dollar in relation to other currencies could have 
positive or negative effects on our profit and financial position. 


Our non-U.S. operations expose us to foreign currency transaction and translation risks. Currency transaction risk occurs in conjunction with purchases and sales of products and services that are 
made in currencies other than the local currency of the subsidiary involved, for example if the parent company pays, or transfers U.S. dollars to a subsidiary in order to fund its expenses in local 
currencies. Currency translation risks occurs when the income statement and balance sheet of a foreign subsidiary is converted into currencies other than the local currency of the company involved, 
for example when the results of these subsidiaries are consolidated in the results of a parent company with a different reporting currency. As a result, our non-U.S. operations historically have been, 
and will continue to be, exposed to currency transaction risk relating to adverse movements in foreign currency exchange rates, which may adversely impact our financial positions and results of 
operations. 


Our functional currency is the U.S. dollar, and as a result, we will be subject to foreign currency fluctuation due to operations by subsidiaries in non-U.S. jurisdictions, including our SBTech 
operations and the offering of our Sportsbook and iGaming product offerings in Ontario, Canada, and the fact that certain of our revenues, operating expenses and assets and liabilities are non-U.S. 
dollar denominated. For example, an increase in the value of non-U:S. dollar currencies against the U.S. dollar could increase costs for delivery of products and services and also increase cost of local 
operating expenses and procurement of materials or services that we must purchase in foreign currencies by increasing labor and other costs that are denominated in such local currencies. These risks 
related to exchange rate fluctuations may increase in future periods in the event that our non-U.S. operations expand. In 2022 and 2021, our exposure to foreign currency transaction and translation 
risks were not material. While we do not otherwise hedge our foreign exchange exposure, we may consider doing so in the future. 


Foreign currency exchange rate volatility, as well as the cost of any hedging arrangements entered into in the future, may negatively affect our financial position and results of operations, and 
may adversely impact the comparability of results between periods. 


Risk Factors Relating to our Indebtedness 
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We have substantial debt outstanding and may incur additional debt. 


As of December 31, 2022, our total long-term debt was approximately $1,251.1 million, net of issuance costs. Our debt levels could have significant consequences, including: 


¢ making it more difficult to satisfy our obligations; 
¢  adilutive effect on our outstanding equity capital or future earnings; 
* — increasing our vulnerability to general adverse economic conditions; 


* — requiring us to devote a substantial portion of our cash to make payments on our debt, thereby reducing the amount of cash available for other purposes. As a result, we would have limited 
financial and operating flexibility in responding to changing economic and competitive conditions; 


¢ — limiting our ability to raise additional debt because it may be more difficult for us to obtain debt financing on attractive terms; and 


¢ — placing us at a disadvantage compared to our competitors that are less leveraged. 


In addition, we may incur substantial additional debt in the future. The terms of the indenture governing our zero-coupon convertible senior notes in an aggregate principal amount of $1,265.0 
million, which includes proceeds from the full exercise of the over-allotment option (collectively, the “Convertible Notes”), and the loan and security agreement with Pacific Western Bank and 
Citizens Bank, as lenders, which provides the Company with a revolving line of credit of up to $125.0 million, permit us to incur additional debt, subject to certain limitations set forth therein. If new 
debt is incurred in addition to our current debt levels, the foregoing risks may be augmented. 


The conditional conversion features of the Convertible Notes, if triggered, may adversely affect our financial condition and operating results. 


In the event the conditional conversion features of the Convertible Notes are triggered, holders of the Convertible Notes will be entitled to convert the Convertible Notes at any time during 
specified periods at their option. If one or more holders elect to convert their Convertible Notes, unless we elect to satisfy our conversion obligation by delivering solely shares of our Class A 
common stock, we would be required to make cash payments to satisfy all or a portion of our conversion obligation based on the conversion rate, which could adversely affect our liquidity. In 
addition, even if holders do not elect to convert their Convertible Notes, we could be required under applicable accounting rules to reclassify all or a portion of the outstanding principal of the 
Convertible Notes as a current rather than long-term liability, which could result in a material reduction of our net working capital. 


During 2022, the conditions allowing holders of the Convertible Notes to convert their Convertible Notes into shares of our Class A common stock were triggered by the holding company 
reorganization completed in connection with the GNOG Transaction, whereby DraftKings Inc. became the going-forward public company and replaced Old DraftKings as the issuer of the Class A 
common stock issuable upon conversion of the Convertible Notes; such conversion window expired on June 27, 2022, and no holders of the Convertible Notes exercised their conversion rights. 


The Capped Call Transactions may affect the value of the Convertible Notes and our Class A common stock. 


In connection with the issuance of the Convertible Notes, we entered into privately negotiated capped call transactions (the “Capped Call Transactions’’) with certain counterparties (the “Hedge 
Counterparties”). The Capped Call Transactions are expected to reduce the potential dilution to the holders of our Class A common stock and/or offset potential cash payments we are required to 
make in excess of the principal amount upon conversion of the Convertible Notes. In connection with establishing its initial hedge of a Capped Call Transaction, the applicable Hedge Counterparty 
and/or its affiliates may have purchased shares of our Class A common stock and/or entered into various derivative transactions with respect to our Class A common stock concurrently with or shortly 
after the pricing of the Convertible Notes. 


This activity may increase (or reduce the size of any decrease in) the market price of our Class A common stock or the Convertible Notes at that time. In addition, each Hedge Counterparty or 
an affiliate thereof may modify its hedge position by 
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entering into or unwinding various derivatives with respect to our Class A common stock and/or purchasing or selling our Class A common stock or other securities of ours in secondary market 
transactions prior to the maturity of the Convertible Notes (and are likely to do so during any observation period related to a conversion of Convertible Notes). Any of these activities could cause or 
prevent an increase or decline in the market price of our Class A common stock or the Convertible Notes. In addition, if the Capped Call Transactions fail to become effective, each Hedge 
Counterparty may unwind its hedge position with respect to our Class A common stock, which could adversely affect trading in and the value of our Class A common stock and the value of the 
Convertible Notes. 


We are subject to counterparty risk with respect to the Capped Call Transactions. 


The Hedge Counterparties to the Capped Call Transactions are financial institutions, and we will be subject to the risk that the Hedge Counterparties may default or otherwise fail to perform, or 
may exercise certain rights to terminate, their obligations under the Capped Call Transactions. Our exposure to the credit risk of the Hedge Counterparties under the Capped Call Transactions will not 
be secured by any collateral. In the past, economic conditions have resulted in the actual or perceived failure or financial difficulties of a number of financial institutions, including the bankruptcy of 
Lehman Brothers Holdings Inc. and various of its affiliates. If a Hedge Counterparty becomes subject to insolvency proceedings, we will be an unsecured creditor in those proceedings with a claim 
equal to our exposure at that time under our transactions with them. Our exposure will depend on many factors. Generally, the increase in our exposure will be correlated to the increase in the market 
price and in the volatility of our Class A common stock. In addition, as a result of a default by any counterparty to the Capped Call Transactions, we may suffer more dilution than we currently 
anticipate with respect to our Class A common stock. We can provide no assurances as to the financial stability or viability of any counterparty under the Capped Call Transactions. 


Risk Factors Relating to Our Common Stock 
The trading price of our Class A common stock has been, and will likely continue to be, volatile and you could lose all or part of your investment. 


The trading price of our Class A common stock has been, and will likely continue to be, volatile and subject to wide fluctuations in response to various factors, some of which are beyond our 
control. Any of the factors listed below could have a material adverse effect on your investment in our Class A common stock, and our Class A common stock may trade at prices significantly below 
the price you paid for them. In such circumstances, the trading price of our securities may not recover and may experience a further decline. 


Factors affecting the trading price of our Class A common stock may include: 

* actual or anticipated fluctuations in our quarterly financial results or the quarterly financial results of companies perceived to be similar to us; 
¢ changes in the market’s expectations about our operating results; 

* success of competitors; 

¢ — lack of adjacent competitors; 

* — our operating results failing to meet the expectation of securities analysts or investors in a particular period; 

¢ changes in financial estimates and recommendations by securities analysts concerning DraftKings or the industries in which we operate in general; 
* — operating and stock price performance of other companies that investors deem comparable to us; 

* — our ability to market new and enhanced product offerings and services on a timely basis; 

¢ changes in laws and regulations affecting our business; 

* commencement of, or involvement in, litigation involving us; 

* changes in our capital structure, such as future issuances of securities or the incurrence of additional debt; 


¢ — the volume of shares of our Class A common stock available for public sale; 
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* any major change in our board of directors or management; 
¢ — sales of substantial amounts of our Class A common stock by our directors, executive officers or significant stockholders or the perception that such sales could occur; and 


¢ — general economic and political conditions such as recessions, inflation, rising interest rates, fuel prices, international currency fluctuations and acts of war or terrorism. 


Broad market and industry factors may materially harm the market price of our Class A common stock irrespective of our operating performance. The stock market in general, and the Nasdaq in 
particular, have experienced price and volume fluctuations that have often been unrelated or disproportionate to the operating performance of the affected companies. The trading prices and 
valuations of these stocks, and of our Class A common stock, may not be predictable. A loss of investor confidence in the market for the stocks of other companies which investors perceive to be 
similar to us could depress our stock price regardless of our business, prospects, financial conditions or results of operations. A decline in the market price of our Class A common stock also could 
adversely affect our ability to issue additional securities and our ability to obtain additional financing in the future. 


Sales of substantial amounts of Class A common stock in the public market, or the perception that such sales may occur, could cause the market price for our Class A common stock to decline. 


The sale of shares of our Class A common stock in the public market, or the perception that such sales could occur, could harm the prevailing market price of shares of our Class A common 
stock. These sales, or the possibility that these sales may occur, also might make it more difficult for us to sell equity securities in the future at a time and at a price that we deem appropriate. 


There were a total of 450.6 million shares of our Class A common stock outstanding as of December 31, 2022. In addition, we have reserved shares of Class A common stock for issuance under 
the DraftKings Inc. 2020 Incentive Plan (the “Incentive Plan”) and under the DraftKings Employee Stock Purchase Plan (the “ESPP”). Additionally, each of our Incentive Plan and ESPP currently 
provide for an automatic increase in the number of shares that will be reserved for issuance. Any shares of Class A common stock that we issue under our Incentive Plan, ESPP or other equity 
incentive plans that we may adopt in the future would dilute the percentage ownership held by holders of Class A common stock. 


In connection with the DEAC Business Combination, the GNOG Transaction, and equity offerings by the Company, we, our executive officers and directors and selling stockholders entered into 
agreements restricting their ability to sell their shares of Class A common stock. As restrictions on resale end or if these stockholders exercise their sale, exchange or registration rights and sell shares 
or are perceived by the market as intending to sell shares, the market price of our shares of Class A common stock could drop significantly. These factors could also make it more difficult for us to 
raise additional funds through future offerings of our shares of Class A common stock or other securities. 


In the future, we may also issue securities in connection with investments, acquisitions or capital raising activities. In particular, the number of shares of our Class A common stock issued in 
connection with an investment or acquisition, or to raise additional equity capital, could constitute a material portion of our then-outstanding shares of our Class A common stock. Any such issuance 


of additional securities in the future may result in additional dilution to you or may adversely impact the price of our Class A common stock. 


We may be required to take write-downs or write-offs, restructuring and impairment or other charges that could have a significant negative effect on our financial condition, results of operations 
and stock price, which could cause you to lose some or all of your investment. 


We may be forced to write-down or write-off assets, restructure our operations, or incur impairment or other charges that could result in losses. Even though these charges may be non-cash items 
and not have an immediate impact on our liquidity, the fact that we report charges of this nature could contribute to negative market perceptions about us or our securities. In addition, charges of this 
nature may cause us to violate net worth or other covenants to which we may be subject. Accordingly, a stockholder could suffer a reduction in the value of their shares of Class A common stock. 


The coverage of our business or our Class A common stock by securities or industry analysts or the absence thereof could adversely affect our securities and trading volume. 
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The trading market for our Class A common stock is influenced in part by the research and other reports that industry or securities analysts publish about us or our business or industry from time 
to time. We do not control these analysts, or the content and opinions included in their reports. Analysts who publish information about our securities may have had relatively little experience with 
our Company given our limited history as a public company, which could affect their ability to accurately forecast our results and make it more likely that we fail to meet their estimates. If analysts do 
cover us and one or more of them downgrade our securities, or if they issue other unfavorable commentary about us or our industry or inaccurate research, our stock price would likely decline. 
Furthermore, if one or more of these analysts cease coverage or fail to regularly publish reports on us, we could lose visibility in the financial markets. Any of the foregoing would likely cause our 
stock price and trading volume to decline. 


Because we are a “controlled company” under The Nasdag Stock Market listing standards, our stockholders may not have certain corporate governance protections that are available to 
stockholders of companies that are not controlled companies. 


So long as more than 50% of the voting power for the election of directors of DraftKings Inc. is held by an individual, a group or another company, we will qualify as a “controlled company” 
under The Nasdaq Stock Market listing requirements. Mr. Robins controls a majority of the voting power of our outstanding capital stock. As a result, we are a “controlled company” under The 
Nasdaq Stock Market listing standards and are not subject to the requirements that would otherwise require us to have: (i) a majority of independent directors; (ii) a nominating committee comprised 
solely of independent directors; (iii) compensation of our executive officers determined by a majority of the independent directors or a compensation committee comprised solely of independent 
directors; and (iv) director nominees selected, or recommended for the Board’s selection, either by a majority of the independent directors or a nominating committee comprised solely of independent 
directors. 


Mr. Robins may have his interest in DraftKings diluted due to future equity issuances or his own actions in selling shares of Class A common stock, in each case, which could result in a loss of 
the “controlled company” exemption under The Nasdaq Stock Market listing rules. We would then be required to comply with those provisions of The Nasdaq Stock Market listing requirements. 


Our dual class structure has the effect of concentrating voting power with our Chief Executive Officer and Chairman, which limits an investor’s ability to influence the outcome of important 
transactions, including a change in control. 


Shares of our Class B common stock are entitled to 10 votes per share, while shares of our Class A common stock are entitled to one vote per share. Mr. Robins, our Chief Executive Officer and 
Chairman, holds all of the issued and outstanding shares of our Class B common stock. Accordingly, Mr. Robins holds approximately 90% of the voting power of our capital stock and will be able to 
control matters submitted to our stockholders for approval, including the election of directors, amendments of our organizational documents and any merger, consolidation, sale of all or substantially 
all of our assets or other major corporate transactions (such as the GNOG Transaction). Mr. Robins may have interests that differ from yours and may vote in a way with which you disagree, and 
which may be adverse to your interests. This concentrated control may have the effect of delaying, preventing or deterring a change in control of DraftKings, could deprive our stockholders of an 
opportunity to receive a premium for their capital stock as part of a sale of DraftKings, and might ultimately affect the market price of shares of our Class A common stock. 


Our dual class structure may affect the trading price of our Class A common stock. 


Our dual class structure may result in volatility in the market price of our Class A common stock whether due to adverse publicity or reaction from institutional or other investors or proxy 
advisory firms. For example, certain index providers have announced restrictions on including companies with multiple-class share structures in certain of their indices. In July 2017, FTSE Russell 
and S&P Dow Jones announced that they would cease to allow most newly public companies with dual or multi-class capital structures to be included in their indices. Affected indices include the 
Russell 2000 and the S&P 500, S&P MidCap 400 and S&P SmallCap 600, which together make up the S&P Composite 1500. Beginning in 2017, MSCI, a leading stock index provider, opened 
public consultations on their treatment of no-vote and multi-class structures and temporarily barred new multi-class listings from certain of its indices; however, in October 2018, MSCI announced its 
decision to include equity securities “with unequal voting structures” in its indices and to launch a new index that specifically includes voting rights in its eligibility criteria. Under the announced 
policies, our dual class capital structure would make us ineligible for inclusion in certain indices, and as a result, mutual funds, exchange-traded funds and other investment vehicles that attempt to 
passively track those indices will not be investing in our stock. These policies are still fairly new and it is as of yet unclear what effect, if any, they will have on the valuations of publicly traded 
companies excluded from the indices, but it is possible that they may 
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depress these valuations compared to those of other similar companies that are included. Because of our dual class structure, we have been and will likely continue to be excluded from certain of 
these indexes and we cannot assure you that other stock indexes will not take similar actions. Given the sustained flow of investment funds into passive strategies that seek to track certain indexes, 
exclusion from stock indexes would likely preclude investment by many of these funds and could make shares of our Class A common stock less attractive to other investors. As a result, the market 
price of shares of our Class A common stock could be adversely affected. 


Nevada law and provisions our amended and restated articles of incorporation and amended and restated bylaws could make a takeover proposal more difficult. 


Our organizational documents are governed by Nevada law. Certain provisions of Nevada law and of our amended and restated articles of incorporation and amended and restated bylaws could 
discourage, delay, defer or prevent a merger, tender offer, proxy contest or other change of control transaction that a stockholder might consider in its best interest, including those attempts that might 
result in a premium over the market price for the shares of Class A common stock held by our stockholders. These provisions provide for, among other things: 


¢ — the ability of our board of directors to issue one or more series of preferred stock; 
¢ stockholder action by written consent only until the first time when Mr. Robins ceases to beneficially own a majority of the voting power of our capital stock; 
* certain limitations on convening special stockholder meetings; 


¢ advance notice for nominations of directors by stockholders and for stockholders to include matters to be considered at our annual meetings; 


* amendment of certain provisions of the organizational documents only by the affirmative vote of (i) a majority of the voting power of our capital stock so long as Mr. Robins beneficially 


owns shares representing a majority of the voting power of our capital stock and (ii) at least two-thirds of the voting power of the capital stock from and after the time that Mr. Robins ceases 
to beneficially own shares representing a majority of the voting power of our voting stock; and 


¢ a dual class common stock structure, which provides Mr. Robins with the ability to control the outcome of matters requiring stockholder approval, even though Mr. Robins owns less than a 
majority of the outstanding shares of our capital stock. 


These anti-takeover provisions as well as certain provisions of Nevada law could make it more difficult for a third party to acquire DraftKings, even if the third party’s offer may be considered 
beneficial by many of our stockholders. As a result, our stockholders may be limited in their ability to obtain a premium for their shares of Class A common stock. If prospective takeovers are not 
consummated for any reason, we may experience negative reactions from the financial markets, including negative impacts on the price of our Class A common stock. These provisions could also 
discourage proxy contests and make it more difficult for our stockholders to elect directors of their choosing and to cause us to take other corporate actions. 


Our amended and restated articles of incorporation designate the Eighth Judicial District Court of Clark County, Nevada as the exclusive forum for certain types of actions and proceedings that 
may be initiated by our stockholders, which could limit stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers, employees or agents. 


Our amended and restated articles of incorporation require that, to the fullest extent permitted by law, and unless we otherwise consent in writing to the selection of an alternative forum, the 


Eighth Judicial District Court of Clark County, Nevada (or if the Eighth Judicial District Court of Clark County, Nevada does not have jurisdiction, any other state district court located in the State of 
Nevada, and if no state district court in the State of Nevada has jurisdiction, any federal court located in the State of Nevada), will be the exclusive forum for each of the following: 


* any action or proceeding brought in the name or right of DraftKings or on its behalf; 


* any action asserting a claim for breach of any fiduciary duty owed by any director, officer, employee or agent of DraftKings to DraftKings or its stockholders; 
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* any action asserting a claim arising pursuant to any provision of NRS Chapters 78 or 92A, our amended and restated articles of incorporation or our amended and restated bylaws; 
* any action to interpret, apply, enforce or determine the validity of our amended and restated articles of incorporation or our amended and restated bylaws; or 


* any action asserting a claim governed by the internal affairs doctrine. 


The exclusive forum provision provides federal courts located in the State of Nevada as the forum for suits brought to enforce any duty or liability for which Section 27 of the Exchange Act 
establishes exclusive jurisdiction with the federal courts, or any other claim for which the federal courts have exclusive jurisdiction. In addition, Section 22 of the Securities Act of 1933, as amended 
(the “Securities Act”), provides that federal and state courts have concurrent jurisdiction over lawsuits brought under the Securities Act or the rules and regulations thereunder. To the extent the 
exclusive forum provision restricts the courts in which claims arising under the Securities Act may be brought, there is uncertainty as to whether a court would enforce such a provision. We note that 
investors cannot waive compliance with the federal securities laws and the rules and regulations thereunder. Although we believe this provision will benefit DraftKings by providing increased 
consistency in the application of Nevada law in the types of lawsuits to which it applies, the provision may have the effect of discouraging lawsuits against our directors and officers. 


Item 1B. Unresolved Staff Comments. 
None. 
Item 2. Properties. 


As of December 31, 2022, we had approximately 350,000 square feet of leased office space. Our corporate headquarters is located in Boston, Massachusetts and consists of approximately 
125,000 square feet under a lease that expires in 2029, subject to our option to extend the term for two successive terms of five years each, or our right to early termination. Our lease and our rights 
under this lease are subordinated under a lien of mortgage. In addition to our corporate headquarters, we lease properties in several other cities in the United States, as well as in the Isle of Man, 
Ireland, Bulgaria, Ukraine, Israel, United Kingdom, Gibraltar and Malta. We use our corporate headquarters and our other facilities primarily for our management, technology, product design, sales 
and marketing, finance, legal, human resources, general administrative and information technology teams. 


We believe that our current facilities are adequate to meet our needs for the immediate future and that suitable additional space will be available to accommodate any expansion of our operations 
as needed. 


Item 3. Legal Proceedings. 


We are involved in a number of legal proceedings (including those described below) concerning matters arising in connection with the conduct of our business activities. These proceedings are at 
varying stages, and many of these proceedings seek an indeterminate amount of damages. We regularly evaluate the status of the legal proceedings in which we are involved to assess whether a loss is 
probable or there is a reasonable possibility that a loss or an additional loss may have been incurred and to determine if accruals are appropriate. If accruals are not appropriate, we further evaluate 
each legal proceeding to assess whether an estimate of the possible loss or range of possible loss can be made. 


For certain cases described on the following pages, management is unable to provide a meaningful estimate of the possible loss or range of possible loss because, among other reasons, (i) the 
proceedings are in various stages; (ii) damages have not been sought; (iii) damages are unsupported and/or exaggerated; (iv) there is uncertainty as to the outcome of pending appeals or motions; (v) 
there are significant factual issues to be resolved; and/or (vi) there are novel legal issues or unsettled legal theories to be presented or a large number of parties involved. For these cases, however, 
management does not believe, based on currently available information, that the outcomes of these proceedings will have a material adverse effect on our financial condition, though the outcomes 
could be material to our operating results for any particular period, depending, in part, upon the operating results for such period. 


Attorney General of Texas 
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On January 19, 2016, the Texas Attorney General issued an opinion letter that “odds are favorable that a court would conclude that participation in paid daily fantasy sports leagues constitutes 
illegal gambling” under Texas law. In response to the opinion letter, we sued the Texas Attorney General on March 4, 2016 in Dallas County, Texas. 


The lawsuit makes five claims: (1) a claim for a declaratory judgment that daily fantasy sports contests do not violate Texas law; (2) a claim of denial of due process under the Fifth and 
Fourteenth Amendments to the U.S. Constitution; (3) a claim of denial of due course of law under Article I of the Texas Constitution; (4) a claim of denial of equal protection under the Fourteenth 
Amendment to the U.S. Constitution; and (5) a claim of denial of equal rights under Article I of the Texas Constitution. We are also seeking reimbursement of our costs and attorneys’ fees. 


On May 2, 2016, the Texas Attorney General filed a motion to transfer venue to Travis County, Texas. On April 16, 2018, the parties filed a notice of agreed non-suit without prejudice, and we 
re-filed our lawsuit against the Texas Attorney General in Travis County. On April 17, 2018, the Dallas County court granted the parties’ agreed non-suit without prejudice, thereby dismissing the 
Dallas County lawsuit without prejudice. 


On May 24, 2018, the Texas Attorney General answered the complaint filed in Travis County, Texas. 


FanDuel filed a petition in intervention on August 24, 2018, seeking essentially the same relief as the Company seeks. The Court entered an updated scheduling order setting the case for a non- 
jury trial on April 20, 2021. The parties subsequently filed an agreed motion to extend the scheduling order seeking, among other things, to change the non-jury trial date to January 29, 2024. 


We intend to vigorously pursue our claims. In the event a court ultimately determines that daily fantasy sports contests violate Texas law, that determination could cause financial harm to us and 
loss of business in Texas. 


We cannot predict with any degree of certainty the outcome of these matters or determine the extent of any potential liabilities. 


We do not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on our financial condition, although the outcome could be 
material to our operating results for any particular period, depending, in part, upon the operating results for such period. 


Interactive Games LLC 


On June 14, 2019, Interactive Games LLC (“IG”) filed suit against us in the U.S. District Court for the District of Delaware. In the Complaint, IG alleges that our daily fantasy sports (“DFS”) 
product offering infringes two patents: U.S. Patent No. 8,956,231 (the “231 Patent”), which is entitled “Multi-process communication regarding gaming information”, and U.S. Patent No. 8,974,302 
(the “302 Patent”), which is entitled “Multi-process communication regarding gaming information.” That same Complaint alleges that our Sportsbook product offering infringes two additional 
patents: U.S. Patent No. 8,616,967 (the “967 Patent”), which is entitled “System and method for convenience gaming” and U.S. Patent No. 9,430,901 (the “901 Patent”), which is entitled “System 
and method for wireless gaming with location determination.” All four of these patents are collectively referred to as the “IG Patents.” 


In response to the complaint, we filed a motion to dismiss the complaint under 35 U.S.C. Section 101, asserting the IG Patents are directed to non-patentable subject matter. The Court has not yet 
ruled on that motion, as the judge previously stayed the District Court litigation pending resolution of the inter partes reviews and dismissed the motion to dismiss (without ruling on the merits), but 
granted leave to refile such motion with updated briefing if the stay is lifted. 


On June 17, 2020, we filed petitions for inter partes review with the Patent Trial and Appeal Board (the “PTAB”) challenging the validity of each of the IG Patents. The PTAB instituted review 
for the ‘901 Patent, the ‘231 Patent, and the ‘967 Patent but denied institution for the ‘302 Patent. On February 5, 2021, we filed a request for rehearing regarding the decision on the ‘302 Patent, 
which was denied by the PTAB on March 2, 2021. On October 13, 2021, the PTAB heard oral argument on the ’901 Patent, the ’231 Patent, and the ’967 Patent. On January 4, 2022, the PTAB issued 
a final written decision finding all challenged claims of the ’901 Patent, the °231 Patent, and the ’967 Patent unpatentable. On March 8, 2022, IG appealed the final written decisions for all three 
instituted inter partes reviews. On April 19, 2022, IG moved to voluntarily dismiss the appeal for the inter partes review related to the ’901 Patent, which was granted on April 20, 2022. On July 15, 
2022, IG filed its opening briefs in the appeals of the inter partes reviews for the ’231 Patent and ’967 Patent. On October 5, 2022, we filed our responsive briefs in the appeals of the IPRs related to 
the ’231 Patent and ’967 Patent. On November 23, 2022, IG filed its reply 
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briefs in the appeals of the IPRs related to the ’231 Patent and ’967 Patent. The District Court litigation remains stayed pending resolution of all appeals from the inter partes reviews. 


We intend to vigorously defend this case. In the event that a court ultimately determines that we are infringing the asserted patents, we may be subject to substantial damages, which may include 
treble damages and/or an injunction that could require us to modify certain features that we currently offer. 


We cannot predict with any degree of certainty the outcome of this matter or determine the extent of any potential liabilities. We also cannot provide an estimate of the possible loss or range of 
loss. Any adverse outcome in this matter could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s operations and cash flows. 


Despite the potential for significant damages, we do not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on our financial 
condition, although the outcome could be material to our operating results for any particular period, depending, in part, upon the operating results for such period. 


Winview Inc. 


On July 7, 2021, Winview Inc., a Delaware corporation (“Winview”) filed suit against the Company in the U.S. District Court for the District of New Jersey. In the complaint, Winview alleges 
that the Company infringes two patents: U.S. Patent No. 9,878,243 (“the ’243 Patent”), entitled “Methodology for Equalizing Systemic Latencies in Television Reception in Connection with Games 
of Skill Played in Connection with Live Television Programming”, and U.S. Patent No. 10,721,543 (“the 543 Patent”), entitled “Method of and System for Managing Client Resources and Assets for 
Activities on Computing Devices”. The allegations based on the ’243 Patent are directed to Sportsbook, and the allegations based on the ‘543 Patent are directed to both Sportsbook and DFS. 


On July 28, 2021, Winview filed an amended complaint, in which it alleges that the Company infringes two additional patents: U.S. Patent No. 9,993,730 (“the ’730 Patent”), entitled 
”*Methodology for Equalizing Systemic Latencies in Television Reception in Connection with Games of Skill Played in Connection with Live Television Programming”, and U.S. Patent No. 
10,806,988 (“the ’988 Patent’), entitled “Method Of and System For Conducting Multiple Contests of Skill with a Single Performance”. The allegations based on the ’730 Patent are directed at 
Sportsbook, and the allegations based on the ’988 Patent are directed at DFS. 


On October 4, 2021, we filed a motion to dismiss Winview’s direct infringement claims for the ’543 Patent and the ’730 Patent, as well as its claims for willful, induced, and contributory 
infringement for all four asserted patents. On October 29, 2021, the parties filed a stipulation that allowed Winview to file a second amended complaint on or before November 15, 2021, which the 
court signed and ordered on November 1, 2021. 


On November 15, 2021, Winview filed a second amended complaint (the “SAC”), adding as defendants DK DE and Crown Gaming Inc., a Delaware corporation, which are wholly-owned 
subsidiaries of the Company. The SAC, among other allegations, repeats the allegations of the first amended complaint that the defendants infringe the ’243 Patent, the 543 Patent, the 730 Patent, 
and the 988 Patent. On December 15, 2021, the Company filed its motion to dismiss the SAC, again arguing that Winview failed to state a claim for direct infringement of the *543 Patent and the 
°730 Patent, and for willful, induced, and contributory infringement for all four asserted patents. Winview filed its memorandum in opposition to the motion to dismiss on January 24, 2022, and the 
Company filed its reply brief to Winview’s opposition on January 31, 2022. On August 3, 2022, we filed a petition for inter partes review with the PTAB challenging the validity of the ‘243 Patent. 
On September 20, 2022, the court entered an order staying the pending motion to dismiss and staying all discovery pending final resolution of the petition for inter partes review through a final 
written decision. On January 31, 2023, the PTAB granted institution of the inter partes review, and it is expected to issue a final written decision by January 31, 2024. On February 15, 2023, the 
District Court administratively terminated the lawsuit pending the PTAB’s final written decision. 


We intend to vigorously defend this case. In the event that a court ultimately determines that we are infringing the asserted patents, we may be subject to substantial damages, which may include 
treble damages and/or an injunction that could require us to modify certain features that we currently offer. 


We cannot predict with any degree of certainty the outcome of this matter or determine the extent of any potential liabilities. We also cannot provide an estimate of the possible loss or range of 
loss. Any adverse outcome in this matter could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s operations and cash flows. 
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Despite the potential for significant damages, we do not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on our financial 
condition, although the outcome could be material to our operating results for any particular period, depending, in part, upon the operating results for such period. 


Securities Matters Related to Allegations in the Hindenburg Report 


On July 2, 2021, the first of two substantially similar federal securities law putative class actions was filed in the U.S. District Court for the Southern District of New York against the Company 
and certain of its officers. The actions allege violations of Sections 10(b) and 20(a) of the Exchange Act on a behalf of a putative class of persons who purchased or otherwise acquired the Company's 
stock between December 23, 2019 and June 15, 2021. The allegations relate to, among other things, allegedly false and misleading statements and/or failures to disclose information about the 
Company’s business and prospects, based primarily upon the allegations concerning SBTech that were contained in a report published about the Company on June 15, 2021 by Hindenburg Research 
(the “Hindenburg Report”). We intend to vigorously defend against these claims. On November 12, 2021, the court consolidated the two actions under the caption In re DrafiKings Securities 
Litigation and appointed a lead plaintiff. The lead plaintiff filed a consolidated amended complaint on January 11, 2022. On February 22, 2022, defendants filed a motion seeking dismissal of this 
action, and in response, the lead plaintiff filed a second amended complaint on April 5, 2022. On April 26, 2022, defendants again filed a motion seeking dismissal of this action. On January 10, 
2023, the court granted the motion to dismiss and final judgment was entered dismissing the action with prejudice. 


Beginning on July 9, 2021, the Company received subpoenas from the SEC seeking documents concerning, among other things, certain of the allegations raised in the Hindenburg Report, as well 
as the Company’s disclosures regarding its compliance policies and procedures, and related matters. The Company intends to comply with the related requests and is cooperating with the SEC’s 
ongoing inquiry. 


We cannot predict with any degree of certainty the outcome of the SEC matter or determine the extent of any potential liabilities. We also cannot provide an estimate of the possible loss or range 
of loss. Any adverse outcome in the SEC matter could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s operations and cash flows. 


Despite the potential for significant damages, we do not believe, based on currently available information, that the outcome of the SEC matter will have a material adverse effect on our financial 
condition, although the outcome could be material to our operating results for any particular period, depending, in part, upon the operating results for such period. 


Shareholder Derivative Litigation Related to Allegations in the Hindenburg Report 


On October 21, 2021, the first of five substantially similar putative shareholder derivative actions was filed in Nevada by alleged shareholders of the Company. The actions purport to assert 
claims on behalf of the Company against certain current and former officers and/or members of the board of directors of the Company and DEAC. The two actions filed in the U.S. District Court for 
the District of Nevada have since been consolidated, and two of the actions filed in Nevada state District Court in Clark County likewise have been consolidated. A substantially identical fifth action 
was filed in Nevada state District Court in Clark County and has been dismissed voluntarily by the plaintiff. The same plaintiff filed a substantially identical action in Massachusetts Superior Court, 
which has also been dismissed voluntarily by the plaintiff. The Nevada actions purport to assert claims on behalf of the Company for, among other things, breach of fiduciary duty and corporate waste 
based primarily upon the allegations concerning SBTech that were contained in the Hindenburg Report. The federal court action in Nevada also contends that certain individuals are liable to the 
Company for any adverse judgment in the federal securities class actions described above under Sections 10(b) and 21D of the Exchange Act. The Nevada actions seek unspecified compensatory 
damages, changes to corporate governance and internal procedures, equitable and injunctive relief, restitution, costs and attorney’s fees. All proceedings in both pending Nevada actions have been 
stayed by agreement of the parties pending the finality of the above-referenced judgement of dismissal in In re DraftKings Securities Litigation, which became final on February 9, 2023. 


The Company cannot predict with any degree of certainty the outcome of these matters or determine the extent of any potential liabilities. The Company also cannot provide an estimate of the 
possible loss or range of loss. Because the Nevada actions allege claims on behalf of the Company and purport to seek judgments in favor of the Company, the Company does not believe, based on 
currently available information, that the outcome of these proceedings will have a material adverse effect on the Company's financial condition, although the outcome could be material to the 
Company's operating results for any particular period, depending, in part, upon the operating results for such period. 
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Matters Related to the GNOG Transaction 


On August 12, 2022, a putative class action was filed in Nevada state District Court in Clark County against Golden Nugget Online Gaming, Inc. (“GNOG Inc.”), the Company and one of its 
officers, as well as former officers or directors and the former controlling stockholder of GNOG Inc. and Jefferies LLC. The lawsuit asserts claims on behalf of a putative class of former minority 
stockholders of GNOG Inc. alleging that certain former officers and directors of GNOG Ince. and its former controlling stockholder (Tilman Fertitta and/or Fertitta Entertainment, Inc.) breached their 
fiduciary duties to minority stockholders of GNOG Inc. in connection with the GNOG Transaction, and the other defendants aided and abetted the alleged breaches of fiduciary duty. On November 1, 
2022, defendants filed motions to dismiss the action on the grounds of improper forum and lack of personal jurisdiction over certain defendants. On December 22, 2022, plaintiff filed its opposition to 
defendants’ motions to dismiss. On January 23, 2023, defendants filed reply briefs in further support of their motions to dismiss. On February 7, 2023, the parties filed supplemental briefs with 
respect to the motions to dismiss. Those motions remain pending. 


On September 9, 2022, two similar putative class actions were filed in the Delaware Court of Chancery against former directors of GNOG Inc. and its former controlling stockholder, one of 
which also names the Company and Jefferies Financial Group, Inc. as defendants. These pending actions in Delaware assert substantially similar claims on behalf of a putative class of former 
minority stockholders of GNOG Inc. alleging that certain former officers and directors of GNOG Inc. and its former controlling stockholder (Tilman Fertitta) breached their fiduciary duties to 
minority stockholders of GNOG Inc. in connection with the GNOG Transaction, and one of the actions also alleges that the Company and Jefferies Financial Group, Inc. aided and abetted the alleged 
breaches of fiduciary duty. On October 12, 2022, the Delaware Court of Chancery consolidated these two actions under the caption Jn re Golden Nugget Online Gaming, Inc. Stockholders Litigation. 
On October 29, 2022, the court appointed co-lead plaintiffs in the consolidated action. The Company’s obligation to respond to the consolidated action has been stayed by the court until the filing of a 
consolidated amended complaint. 


The Company intends to vigorously defend against these claims. The Company cannot predict with any degree of certainty the outcome of these matters or determine the extent of any potential 
liabilities. The Company also cannot provide an estimate of the possible loss or range of loss. Any adverse outcome in these matters could expose the Company to substantial damages or penalties 
that may have a material adverse impact on the Company’s operations and cash flows. 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of these proceedings will have a material adverse effect 
on the Company's financial condition, although the outcome could be material to the Company's operating results for any particular period, depending, in part, upon the operating results for such 
period. 


AG 18, LLC d/b/a/ Arrow Gaming 


On August 19, 2021, AG 18, LLC d/b/a/ Arrow Gaming (“Arrow Gaming”) filed a complaint against the Company in the United States District Court for the District of New Jersey alleging that 
the Company's DFS and Casino product offerings infringe four patents. On October 12, 2021, Arrow Gaming filed an amended complaint to add one additional patent. The following U.S. Patents are 
asserted against one or both of the Company's DFS and Casino product offerings in the amended complaint: (1) U.S. Patent No. 9,613,498 (‘the ’498 Patent”), entitled “Systems and Methods For 
Peer-to-Peer Gaming”; (2) U.S. Patent No. 9,978,205 (‘the ’205 Patent”), entitled “Location Based Restrictions on Networked Gaming”; (3) U.S. Patent No. 10,497,220 (“the ’220 Patent”) entitled 
“Location Based Restrictions on Networked Gaming”); (4) U.S. Patent No. 10,614,657 (“the ’657 Patent”) entitled “Location Based Restrictions on Networked Gaming”; and (5) U.S. Patent No. 
11,024,131 (“the ’131 Patent’) entitled “Location Based Restrictions on Networked Gaming” (collectively, the “Arrow Gaming Patents”). 


On November 9, 2021, we filed a motion to dismiss plaintiff's complaint. On November 10, 2021, we answered the complaint and filed counterclaims (the “Counterclaims”). In the 
Counterclaims we seek, among other things, a declaratory judgment that the Arrow Gaming Patents are invalid. On December 1, 2021, Arrow Gaming answered our Counterclaims. On December 20, 
2021, Arrow Gaming filed a second amended complaint adding new allegations with respect to the alleged willful infringement. 


On January 21, 2022, the Company filed a motion to dismiss plaintiff’s second amended complaint. On February 22, 2022, plaintiff filed its opposition to the Company's motion to dismiss 
plaintiff’s second amended complaint, and on March 25, 2022, the Company filed its reply thereto. On March 7, 2022, the Company filed a motion to disqualify plaintiff’s counsel. On March 21, 
2022, plaintiff filed its opposition to the Company's motion to disqualify plaintiff’s counsel, and on March 28, 2022, the Company filed its reply thereto. On September 21, 2022, the Company's 
motion to dismiss was administratively terminated, 
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pending the outcome of the disqualification motion. On October 4, 2022, the presiding Magistrate Judge denied the Company's motion to disqualify plaintiff’s counsel. On October 21, 2022, the 
Company filed a renewed motion to dismiss plaintiff’s complaint. On November 4, 2022, Arrow Gaming filed an opposition to the renewed motion to dismiss. On November 14, 2022, the Company 
filed its reply in support of the motion to dismiss. On November 4, 2022, the Company filed a motion to stay the case pending resolution of the below-referenced petitions for inter partes review. On 
November 23, 2022 Arrow Gaming filed an opposition to the motion to stay. On December 2, 2022, the Company filed a reply in support of the motion to stay. 


Between August 22, 2022 and August 30, 2022, the Company filed petitions for inter partes review with the Patent Trial and Appeal Board challenging the validity of each of the Arrow Gaming 
Patents. 


We intend to vigorously defend this case. In the event that a court ultimately determines that we are infringing the asserted patents, we may be subject to substantial damages, which may include 
treble damages and/or an injunction that could require us to modify certain features that we currently offer. 


We cannot predict with any degree of certainty the outcome of this matter or determine the extent of any potential liabilities. We also cannot provide an estimate of the possible loss or range of 
loss. Any adverse outcome in this matter could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s operations and cash flows. 


Despite the potential for significant damages, we do not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on our financial 
condition, although the outcome could be material to our operating results for any particular period, depending, in part, upon the operating results for such period. 


Beteiro, LLC 


On November 22, 2021, Beteiro, LLC (“Beteiro”) filed a complaint against the Company in the United States District Court for the District of New Jersey alleging that the Company’s 
Sportsbook and Casino product offerings infringe four patents. The following U.S. Patents are asserted against Company’s Sportsbook and Casino products in the complaint: U.S. Patent No. 
9,965,920, entitled “Apparatus and Method for Facilitating Gaming Activity and/or Gambling Activity” (“the ’920 Patent”); U.S. Patent No. 10,043,341, entitled “Apparatus and Method for 
Facilitating Gaming Activity and/or Gambling Activity” (“the ’341 Patent”); U.S. Patent No. 10,147,266, entitled “Apparatus and Method for Facilitating Gaming Activity and/or Gambling Activity” 
(“the ’266 Patent”); and U.S. Patent No. 10,255,755, entitled “Apparatus and Method for Facilitating Gaming Activity and/or Gambling Activity” (“the ’755 Patent”) (collectively, the “Beteiro 
Patents”). 


The Company filed its motion to dismiss plaintiff’s complaint on February 9, 2022. On April 7, 2022, Plaintiff filed its opposition to the Company's motion to dismiss, and on April 25, 2022, the 
Company filed its reply thereto. On September 7, 2022, the Company's motion to dismiss the complaint was granted. On September 22, 2022, Beteiro filed its notice to appeal the ruling on the 
motion to dismiss. On October 5, 2022, Beteiro filed a motion for reconsideration of the ruling on the motion to dismiss at the District Court, which was denied by the District Court on November 2, 
2022. On October 28, 2022, the Company filed petitions for inter partes review with the Patent Trial and Appeal Board challenging the validity of each of the Beteiro Patents. 


We intend to vigorously defend this case. In the event that a court ultimately determines that we are infringing the asserted patents, we may be subject to substantial damages, which may include 
treble damages and/or an injunction that could require us to modify certain features that we currently offer. 


We cannot predict with any degree of certainty the outcome of this matter or determine the extent of any potential liabilities. We also cannot provide an estimate of the possible loss or range of 
loss. Any adverse outcome in this matter could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s operations and cash flows. 


Despite the potential for significant damages, we do not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on our financial 
condition, although the outcome could be material to our operating results for any particular period, depending, in part, upon the operating results for such period. 
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Diogenes Ltd. & Colossus (IOM) Ltd. 


On December 1, 2021, Diogenes Ltd. & Colossus (OM) Ltd. (“Colossus”), filed a complaint against the Company in the United States District Court for the District of Delaware alleging that the 
Company’s Sportsbook product offering infringes seven of its patents. The following U.S. Patents, each entitled “Wagering apparatus, methods and systems”, are asserted against the Company’s 
Sportsbook product offering in the complaint: U.S. Patent No. 8,721,439 (‘the ’439 patent”); U.S. Patent No. 9,117,341 (‘the ’341 patent”); U.S. Patent No. 9,275,516 (“the ’516 patent”); U.S. Patent 
No. 9,424,716 (“the ’716 patent”); U.S. Patent No. 9,704,338 (“the 338 patent’); U.S. Patent No. 10,970,969 (“the ’969 patent”); and U.S. Patent No. 10,997,822 (‘the ’822 patent”). 


On January 24, 2022, the Company filed its motion to dismiss the original complaint. On February 7, 2022, Colossus filed an amended complaint (the “Amended Complaint”) to, among other 
things, assert one additional patent against the Company, U.S. Patent No. 11,200,779 (“the ’779 patent’’). The patents asserted by Colossus are collectively referred to as the “Colossus Patents.” 


The Company filed its motion to dismiss the Amended Complaint on February 22, 2022. On March 15, 2022, plaintiffs filed their opposition to the Company's motion to dismiss, and on March 
29, 2022, the Company's filed its reply thereto. On March 25, 2022, a scheduling order was entered in which, among other things, trial was scheduled for January 13, 2025. On July 18, 2022, 
Magistrate Judge Burke issued a report and recommendation (the “Report and Recommendation’) that the motion to dismiss be granted-in-part and denied-in-part. The Company and Colossus each 
filed their objections to the Report and Recommendation on August 1, 2022. On August 26, 2022, District Court Judge Noreika overruled both parties’ respective objections and adopted the Report 
and Recommendation of Magistrate Judge Burke regarding the motion to dismiss. On December 27, 2022, the Company filed an Answer to the Amended Complaint, including certain affirmative 
defenses. On January 17, 2023, Colossus filed a motion to strike the affirmative defense of unenforceability from the Company’s Answer. On February 7, 2023, the Company filed an Amended 
Answer and Counterclaims to the Amended Complaint, and also filed a response to Colossus’ motion to strike. 


Between November 29, 2022, and December 2, 2022, the Company filed petitions for inter partes review with the PTAB challenging the validity of the Colossus Patents. 


We intend to vigorously defend this case. In the event that a court ultimately determines that we are infringing the asserted patents, we may be subject to substantial damages, which may include 
treble damages and/or an injunction that could require us to modify certain features that we currently offer. 


We cannot predict with any degree of certainty the outcome of this matter or determine the extent of any potential liabilities. We also cannot provide an estimate of the possible loss or range of 
loss. Any adverse outcome in this matter could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s operations and cash flows. 


Despite the potential for significant damages, we do not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on our financial 
condition, although the outcome could be material to our operating results for any particular period, depending, in part, upon the operating results for such period. 


Steiner 


Nelson Steiner filed suit against the Company and FanDuel Inc. in Florida state court on November 9, 2015. The action was subsequently transferred to In Re: Daily Fantasy Sports Litigation 
(Multi-District Litigation) (the “MDL”), and Mr. Steiner’s action was consolidated into the MDL’s amended complaint, which, in February 2016, consolidated numerous actions (primarily purported 
class actions) filed against the Company, FanDuel, and other related parties in courts across the United States. By June 23, 2022, the MDL was resolved, except for Mr. Steiner’s action, and the court 
officially closed the MDL docket on July 8, 2022. 


Mr. Steiner brings this action as a concerned citizen of the state of Florida alleging that, among other things, defendants’ daily fantasy sports contests are illegal gambling under the state laws of 
Florida and seeks disgorgement of “gambling losses” purportedly suffered by Florida citizens on behalf of the state. On June 23, 2022, the MDL court remanded Mr. Steiner’s action to the Circuit 
Court for Pinellas County, Florida. Plaintiff has not yet filed an amended pleading. 
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The Company intends to vigorously defend this suit. If the plaintiff obtains a judgment in his favor in this matter, the Company could be subject to substantial damages and it could be restricted 
from offering DFS contests in Florida. The Company cannot provide any assurance as to the outcome of this matter. 


The Company cannot predict with any degree of certainty the outcome of the suit or determine the extent of any potential liability or damages. The Company also cannot provide an estimate of 
the possible loss or range of loss. Any adverse outcome in these matters could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s 
operations and cash flows. 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of this matter will have a material adverse effect on 
Company’s financial condition, although the outcome could be material to the Company’s operating results for any particular period, depending, in part, upon the operating results for such period. 


Turley 


On January 9, 2023, Simpson G. Turley, individually and on behalf of all others similarly situated, filed a purported class action against the Company in the United States District Court for the 
District of Massachusetts. Plaintiff alleges, among other things, that he was a contestant in the Company’s daily fantasy showdown contest for the January 2, 2023, NFL game between the Cincinnati 
Bengals and the Buffalo Bills (the “Bengals-Bills Game’’). The Bengals-Bills Game was postponed and eventually cancelled due to Damar Hamlin collapsing during the game. Plaintiff alleges that he 
was winning prizes in multiple showdown contests at the point in time that the Bengals-Bills Game was cancelled (with 5:58 remaining in the first quarter). Plaintiff alleges that, instead of paying out 
the prize money, the Company refunded entry fees to contestants that entered showdown or flash draft fantasy contests. Plaintiff asserts claims for breach of contract, unfair and deceptive acts and 
practices, false advertising, and unjust enrichment. Among other things, Plaintiffs seeks statutory damages, monetary damages, punitive damages, attorney fees and interest. 


The Company intends to vigorously defend this case. If the plaintiff obtains a judgment in his favor in this matter, the Company could be subject to substantial damages and it could be restricted 
from offering DFS contests in Massachusetts. The Company cannot provide any assurance as to the outcome of this matter. 


The Company cannot predict with any degree of certainty the outcome of the suit or determine the extent of any potential liability or damages. The Company also cannot provide an estimate of 
the possible loss or range of loss. Any adverse outcome in these matters could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s 
operations and cash flows. 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of this matter will have a material adverse effect on 
Company’s financial condition, although the outcome could be material to the Company’s operating results for any particular period, depending, in part, upon the operating results for such period. 


Other 
In addition to the above actions, we are subject to various other legal proceedings and claims that arise in the ordinary course of business. In our opinion, the amount of ultimate liability with 


respect to any of these actions is unlikely to materially affect our financial condition, results of operations or liquidity, though the outcomes could be material to our operating results for any particular 
period, depending, in part, upon the operating results for such period. 


Item 4. Mine Safety Disclosures. 


Not applicable. 
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PART II 
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities. 
Market Information 


DraftKings’ Class A common stock trades on the Nasdaq under the symbol “DKNG”. Prior to April 24, 2020 and before the completion of the business combination with SBTech (Global) 
Limited and Diamond Eagle Acquisition Corp, the Class A common stock of Diamond Eagle Acquisition Corp traded on the Nasdaq under the ticker symbol “DEAC”. 


Holders 


As of February 15, 2023, there were 978 holders of record of our Class A common stock. In addition to holders of record of our Class A common stock, we believe there is a substantially greater 
number of “street name” holders or beneficial holders whose Class A common stock is held of record by banks, brokers and other financial institutions. 


There is no public market for our Class B common stock and one holder of record of our Class B common stock as of February 15, 2023. 
Dividend Policy 

We have not paid any cash dividends on our Class A common stock to date. The payment of cash dividends is subject to the discretion of our board of directors and may be affected by various 
factors, including our future earnings, financial condition, capital requirements, share repurchase activity, current and future planned strategic growth initiatives, levels of indebtedness, and other 
considerations our board of directors deem relevant. 
Securities Authorized for Issuance under Equity Compensation Plans 


See Part III, Item 12 of this Annual Report for information about our equity compensation plans, which is incorporated by reference herein. 


Stock Price Performance 


Comparison of Cumulative Total Return 
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The graph above compares the cumulative total stockholder return on our Class A common stock with the cumulative total return on the Standard & Poor’s (“S&P”) 500 Consumer Discretionary 
Index and the Nasdaq Composite Index. The graph assumes an initial investment of $100 in our Class A common stock at the market close on July 25, 2019, which was our initial trading day. Data 
for the S&P 500 Consumer Discretionary Index and the Nasdaq Composite Index assume reinvestment of dividends. Total return equals stock price appreciation plus reinvestment of dividends. 
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Recent Sales of Unregistered Securities; Use of Proceeds from Registered Offerings 
None. 
Purchases of Equity Securities by the Issuer and Affiliated Purchasers 
None, other than the shares repurchased pursuant to net settlement by employees in satisfaction of income tax withholding obligations incurred through the vesting of stock awards. 


Item 6. [Reserved] 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 


The following discussion and analysis should be read in conjunction with other sections of this Annual Report, including “Item 1. Business” and the accompanying consolidated financial 
statements and related notes included elsewhere in this Annual Report. 


On May 5, 2022 (the ““GNOG Closing Date”), DrafiKings Inc. consummated its acquisition of Golden Nugget Online Gaming, Inc. (together with its subsidiaries unless the context requires 
otherwise, “GNOG”), pursuant to a definitive agreement and plan of merger, dated August 9, 2021 (the ““GNOG Merger Agreement”), in an all-stock transaction (the “GNOG Transaction”). 
DraftKings’ consolidated financial statements exclude GNOG operations prior to the GNOG Closing Date, unless indicated otherwise. In connection with the GNOG Transaction, DraftKings Inc. 
became the going-forward public company and the direct parent company of both DrafiKings Holdings Inc. (formerly DraftKings Inc.), a Nevada corporation (“Old DrafiKings”’), and GNOG, and 


DraftKings Inc. is the registrant filing this Annual Report as the successor registrant for Old DraftKings. Unless otherwise indicated, the terms “DraftKings,” the “Company,” “we,” “us,” or “our” 
refer to DraftKings Inc. (or, in respect of periods prior to the GNOG Closing Date, Old DraftKings), together with its consolidated subsidiaries. 


Our Business 


We are a digital sports entertainment and gaming company. We provide users with online sports betting (“Sportsbook”), online casino (“iGaming”) and daily fantasy sports (“DFS”) product 
offerings, as well as DraftKings Marketplace ("Marketplace"), retail sportsbook, media and other consumer product offerings. We are also involved in the design and development of sports betting 
and casino gaming software for online and retail sportsbooks and iGaming operators. On May 5, 2022, we acquired GNOG in an all-stock transaction to enable us to leverage Golden Nugget’s 
established brand to broaden our reach into new customer segments and enhance the combined company’s iGaming product offering through our vertically-integrated technology stack and GNOG’s 
unique capabilities, including live dealer. 


Our mission is to make life more exciting by responsibly creating the world’s favorite real-money games and betting experiences. We accomplish this by creating an environment where our users 
can find enjoyment and fulfillment through Sportsbook, iGaming and DFS, as well as media and other online consumer product offerings. We are also highly focused on our responsibility as a 
steward of this new era in real-money gaming. Our ethics guide our decision making, with respect to both the tradition and integrity of sports and our investments in regulatory compliance and 
consumer protection. 


We continue to make deliberate and substantial investments in support of our mission and long-term growth. For example, we have invested in our products and technology in order to 
continuously launch new product innovations; improve marketing, merchandising, and operational efficiency through data science; and deliver a great user experience. We also make significant 
investments in sales and marketing and incentives to grow and retain our paid user base, including personalized cross-product offers and promotions, and promote brand awareness to attract the “skin- 
in-the-game” sports fan. Together, these investments have enabled us to create a leading product built on scalable technology, while attracting a user base that has resulted in the rapid growth of our 
business. 


Our priorities are to (a) continue to invest in our product offerings, (b) launch our product offerings in new jurisdictions, (c) create replicable and predictable state-level unit economics in sports 
betting and iGaming and (d) expand our other online consumer product offerings. When we launch our Sportsbook and iGaming product offerings in a new jurisdiction, we invest heavily in user 
acquisition, retention and cross-selling until the new jurisdiction provides a critical mass of users engaged across our product offerings. 


Our current technology is highly scalable with relatively minimal incremental spend required to launch our product offerings in new jurisdictions. We will continue to manage our fixed-cost base 
in conjunction with our market entry plans and focus our variable spend on marketing, user experience and support and regulatory compliance to become the product of choice for users and maintain 
favorable relationships with regulators. We also expect to improve our profitability over time as our revenue and gross profit expand as states mature, and our variable marketing expenses and fixed 
costs stabilize or grow at a slower rate. 


Our path to profitability is based on the acceleration of positive contribution profit growth driven by increased revenue and gross profit generation from ongoing efficient customer acquisition 
enabled by the transition from local to regional to national advertising, strong customer retention, improved monetization from frequency and higher hold percentage, as well as scale benefits from 
investments in our product and technology and general and administrative functions. On a consolidated Adjusted EBITDA basis, we expect to achieve profitability when total contribution profit 
exceeds the fixed costs of our business, which 
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depends, in part, on the percentage of the U.S. adult population that has access to our product offerings and the other factors summarized in the section entitled “Cautionary Statement Regarding 
Forward-Looking Statements”. 


Impact of COVID-19 


Beginning in 2020 and continuing into 2022, the novel coronavirus (“COVID-19”) pandemic adversely impacted global commercial activity, disrupted supply chains and contributed to 
significant volatility in financial markets. The primary impacts of the COVID-19 pandemic on us were the suspension, cancellation, rescheduling and shortening of sports seasons and sporting events, 
particularly between March 2020 and July 2020, when many sports seasons and sporting events, including the MLB regular season, domestic soccer leagues and European Cup competitions, the 
NBA regular season and playoffs, the NCAA college basketball tournament, the Masters golf tournament, and the NHL regular season and playoffs, were suspended or cancelled. The suspension of 
sports seasons and sporting events reduced customers’ use of, and spending on, our Sportsbook and DFS product offerings. 


Beginning in July 2020, major professional sports leagues gradually resumed regular activities with shortened seasons in many instances. In the year ended December 31, 2022, sports seasons 
continued, and sporting events were held as planned, including the NFL regular season, the NFL Playoffs and Superbowl LVI, the NBA regular season and playoffs, the FIFA World Cup the NHL 
regular season and playoffs, the NASCAR Cup Series, various NCAA football bowl games, the NCAA college basketball regular season and tournament, the MLB regular season and several golf 
tournaments. The continued return of major sports and sporting events generated significant user interest and activity in our Sportsbook and DFS product offerings. However, the possibility remains 
that sports seasons and sporting events may be suspended, cancelled, rescheduled or shortened due to COVID-19 outbreaks. 


Our revenue varies based on sports seasons and sporting events amongst other factors, and cancellations, suspensions or alterations resulting from COVID-19 have the potential to adversely 
affect our revenue, possibly materially. However, our product offerings that do not rely on sports seasons and sporting events, such as iGaming, may partially offset this adverse impact on revenue. 


A significant or prolonged decrease in consumer spending on entertainment or leisure activities would also likely have an adverse effect on demand for our product offerings, reducing cash flows 
and revenues, and thereby materially harming our business, financial condition and results of operations. In addition, a materially disruptive resurgence of COVID-19 cases or the emergence of 
additional variants or strains of COVID-19 could cause other widespread or more severe impacts depending on where infection rates are highest. As steps taken to mitigate the spread of COVID-19 
necessitated a shift away from a traditional office environment for many employees, we implemented business continuity programs to ensure that employees were safe and that our business continued 
to function with minimal disruptions to normal work operations while employees worked remotely. Since the second quarter of 2022, our primary offices, including our corporate headquarters in 
Boston, Massachusetts, have been re-opened with many of our employees returning to work onsite in various capacities. We will continue to monitor developments relating to disruptions and 
uncertainties caused by COVID-19 and the emergence of additional variants or strains thereof. 


Financial Highlights and Trends 


The following table sets forth a summary of our financial results for the periods indicated and is derived from our consolidated financial statements for the years ended December 31, 2022, 2021, 
and 2020: 


Year Ended December 31, 
(amounts in thousands) 2022 2021 2020 
Revenue $ 2,240,461 $ 1,296,025 $ 614,532 
Net Loss (1,377,987) (1,523,195) (1,231,835) 
Adjusted EBITDA (721,781) (676,133) (391,919) 


(1) Adjusted EBITDA is a non-GAAP financial measure. See “Non-GAAP Information” below for additional information about this measure and a reconciliation of this measure to the most directly 
comparable financial measure calculated in accordance with U.S. GAAP. 
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Revenue increased by $944.4 million in 2022, compared to 2021, primarily due to the strong performance of our Sportsbook and iGaming product offerings as a result of robust customer 
acquisition and retention, the successful launches of those product offerings in additional jurisdictions and reduced promotional intensity. 


Key Performance Indicators 


Monthly Unique Payers (“MUPs”’). We define MUPs as the number of unique paid users per month who had one or more real-money, paid engagements across one or more of our Sportsbook, 
iGaming, DFS, or Marketplace product offerings via our technology. For reported periods longer than one month, we average the MUPs for the months in the reported period. Although the number of 
unique paid users includes those users that have participated in a real-money, paid engagement using only promotional incentives (which has not been a material number of users to date), which are 
fungible with other funds deposited into their wallets on our technology, it does not include users who have made a deposit but have not yet had a real-money, paid engagement. 


MUPs is a key indicator of the scale of our online gaming user base and awareness of our brand. We believe that year-over-year growth in MUPs is also generally indicative of the long-term 
revenue growth potential of our online gaming product offerings, although MUPs in individual periods may be less indicative of our longer-term expectations. We expect the number of MUPs to 
grow as we attract, retain and re-engage users in new and existing jurisdictions and expand our product offerings to appeal to a wider audience. 


The chart below presents our average MUPs for 2020, 2021 and 2022: 
| . | 
Average Monthly Unique Payers 
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Average Revenue per MUP (“ARPMUP”). We define and calculate ARPMUP as the average monthly revenue, excluding revenue from gaming software services, for a reporting period, divided 
by the average number of MUPs for the same period. ARPMUP is a key indicator of our ability to drive usage and monetization of our product offerings. 


The chart below presents our ARPMUP for 2020, 2021 and 2022: 
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The increase in MUPs for 2022, compared to 2021, primarily reflects strong unique payer retention and acquisition across our Sportsbook and iGaming product offerings as well as the expansion 
of our Sportsbook and iGaming product offerings into new jurisdictions, partially offset by a decline in DFS MUPs. 


ARPMUP increased in 2022 compared to 2021, primarily due to structural improvement in our Sportsbook hold rates, reduced promotional intensity, and a continued mix shift into our 
Sportsbook and iGaming product offerings, as well as favorable sport outcomes. 


Non-GAAP Information 


This Annual Report includes Adjusted EBITDA, which is a non-GAAP financial measure that we use to supplement our results presented in accordance with U.S. GAAP. We believe Adjusted 
EBITDA is useful in evaluating our operating performance, similar to measures reported by our publicly-listed U.S. competitors, and regularly used by security analysts, institutional investors and 
other interested parties in analyzing operating performance and prospects. Adjusted EBITDA is not intended to be a substitute for any U.S. GAAP financial measure. As calculated, it may not be 
comparable to other similarly titled measures of performance of other companies in other industries or within the same industry. 


We define and calculate Adjusted EBITDA as net loss before the impact of interest income or expense (net), income tax provision or benefit, and depreciation and amortization, and further 
adjusted for the following items: stock-based compensation; transaction-related costs; litigation, settlement and related costs; advocacy and other related legal expenses; gain or loss on 
remeasurement of warrant liabilities; and other non-recurring and non-operating costs or income, as described in the reconciliation below. 


We include non-GAAP financial measures because they are used by management to evaluate our core operating performance and trends and to make decisions regarding the allocation of capital 
and new investments. Adjusted EBITDA excludes certain expenses that are required in accordance with U.S. GAAP because they are non-recurring items (for example, in the case of transaction- 
related costs and advocacy and other related legal expenses), non-cash expenditures (for example, in the case of depreciation and amortization, remeasurement of warrant liabilities and stock-based 
compensation), or non-operating items which are not related to our underlying business performance (for example, in the case of interest income and expense and litigation, settlement and related 
costs). 


Adjusted EBITDA 


The table below presents our Adjusted EBITDA reconciled to our net loss, which is the most directly comparable financial measure calculated in accordance with U.S. GAAP, for the periods 
indicated: 
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Year Ended December 31, 


(amounts in thousands) 2022 2021 2020 

Net Loss $ (1,377,987) $ (1,523,195) $ (1,231,835) 
Adjusted for: 

Depreciation and amortization “!) 169,252 121,138 77,410 
Interest (income) expense, net (18,702) (1,957) 1,070 
Income tax (benefit) provision (67,866) 8,269 (622) 
Stock-based compensation ” 578,799 683,293 325,038 
Transaction-related costs © lees 25,316 36,406 
Litigation, settlement, and related costs “ 7,010 10,392 6,839 
Advocacy and other related legal expenses © 16,558 40,415 _ 
(Gain) loss on remeasurement of warrant liabilities (29,396) (30,065) 387,565 
Other non-recurring, special project and non-operating (income) costs (16,764) (9,739) 6,210 
Adjusted EBITDA $ (721,781) $ (676,133) $ (391,919) 


(1) The amounts include the amortization of acquired intangible assets of $106.1 million, $80.1 million, and $50.5 million for 2022, 2021, and 2020, respectively. 
(2) Reflects stock-based compensation expenses resulting from the issuance of awards under incentive plans, and, in 2020, the issuance of our shares of Class B common stock (which have no 
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economic or conversion rights) to our Chief Executive Officer. 

Includes capital markets advisory, consulting, accounting and legal expenses related to evaluation, negotiation and integration costs incurred in connection with pending or completed transactions 
and offerings, including costs relating to the GNOG Transaction in 2022 and 2021 and the SBTech Acquisition in 2020. 

Primarily includes external legal costs related to litigation and litigation settlement costs deemed unrelated to our core business operations. 

Includes certain non-recurring and non-ordinary course costs relating to advocacy efforts and other legal expenses in jurisdictions where we do not operate certain product offerings and are 
actively seeking licensure, or similar approval, for those product offerings. For 2022, those costs primarily related to our support of Proposition 27 in California. For 2021, those costs primarily 
related to our support of Proposition 27 in California and our support of the sports betting ballot initiative in Florida. The amounts presented exclude (i) costs relating to advocacy efforts and 
other legal expenses in jurisdictions where we do not operate that are incurred in the ordinary course of business and (ii) costs relating to advocacy efforts and other legal expenses incurred in 
jurisdictions where related legislation has been passed and we currently operate. 

Primarily includes the change in fair value of certain financial assets, as well as our equity method share of investee’s losses and other costs relating to non-recurring and non-operating items. 


Due to the timing of the consummation of the GNOG Transaction and the SBTech Acquisition, the above periods, to the extent applicable, exclude GNOG’s operations prior to the GNOG 


Closing Date of May 5, 2022 and exclude SBTech’s operations prior to the SBTech Closing Date of April 24, 2020. 


Key Factors Affecting Our Results 


Our financial position and results of operations depend to a significant extent on the following factors: 
Industry Opportunity and Competitive Landscape 


We operate within the global entertainment and gaming industries, which are comprised of diverse product offerings that compete for consumers’ time and disposable income. Our short-to- 


medium term focus is on the North American regulated gaming industry, particularly the opportunity in online Sportsbook and iGaming. We believe our industry-leading product offerings, strong 
technology services, more than a decade of U.S. online and mobile gaming experience, established brand and vertically integrated solutions make us a partner of choice for state regulators, 
professional sports leagues and teams, gaming companies, and other sports entertainment and related businesses. 
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When we enter new jurisdictions, we face significant competition from other established competitors, some of which may have more experience in sports betting and iGaming and access to more 
resources. We believe our analytics and technology, and the lessons learned from our DFS operations and prior launches of our online Sportsbook and iGaming product offerings will enable us to 
capture significant share in newly available jurisdictions. 


In addition, our growth prospects may suffer if we are unable to develop successful product offerings or if we fail to pursue additional product offerings. Further, if we fail to make the right 
investment decisions in our product offerings, technology and services, we may not effectively attract and retain users and our revenue and results of operations may decline. 


Legalization, Regulation and Taxation 


Our growth prospects depend on the legalization of online sports betting and iGaming in additional jurisdictions, predominantly within the United States. Our strategy is to expand our 
Sportsbook and iGaming product offerings in new jurisdictions as they are legalized and become accessible to the extent it is economically beneficial to do so. As of February 15, 2023, 32 U.S. states, 
the District of Columbia and Puerto Rico have legalized some form of sports betting. Of those 34 legal jurisdictions, 27 have legalized online sports betting. Of those 27 jurisdictions, 24 are live, and 
DraftKings operates in 20 of them. In addition, as of February 15, 2023, 6 U.S. states have legalized some form of iGaming. Of those 6 jurisdictions, all of them are live and DraftKings operates in 5 
of them. We also operate our Sportsbook and iGaming product offerings in Ontario, Canada. 


The process of securing the necessary licenses or partnerships to operate in each jurisdiction may take longer than we anticipate. In addition, legislative or regulatory restrictions and product 
taxes may make it less attractive or more difficult for us to operate in a particular jurisdiction. For example, certain jurisdictions require us to have a relationship with a retail operator for online 
Sportsbook access, which tends to increase our cost of revenue. States that have established state-run monopolies may limit opportunities for private sector participants like us. We nonetheless believe 
our proprietary gaming software allows us to become a partner of choice to power state-run sportsbooks. 


States impose taxes on regulated offerings, the rates of which may vary substantially between states and product offerings. Sales taxes may also apply in certain jurisdictions. We are also subject 
to a federal excise tax of 25 basis points on the amount of each sportsbook bet. 


Ability to Acquire, Retain and Monetize Users 


We grow our business by attracting new paid users to our product offerings and increasing their level of engagement with our product offerings over time. To effectively attract and retain paid 
users and to re-engage former paid users, we invest in a variety of marketing channels in combination with personalized customer promotions, most of which can be used across all of our product 
offerings (such as free contest entries or bets or matching deposits). These investments and personalized promotions are intended to increase consumer awareness and drive engagement. 


Managing Betting Risk 


Sports betting and iGaming are characterized by an element of chance. Our revenue is impacted by variations in the hold percentage (the ratio of net win to total amount wagered) on bets placed 
on, or the actual outcome of, games or events on which users bet. Although our product offerings generally perform within a defined statistical range of outcomes, actual outcomes may vary for any 
given period, and a single large bet can have a sizeable impact on our short-term financial performance. Our hold is also affected by factors that are beyond our control, such as a user’s experience 
and behavior, the mix of games played, the financial resources of users and the volume of bets placed. As a result of variability in these factors, actual hold rates on our product offerings may differ 
from the theoretical win rates we have estimated and could result in the winnings of our gaming users exceeding those anticipated. We seek to mitigate these risks through data science and analytics 
and rules built into our technology, as well as active management of our amounts at risk at a point in time, but we may not always be able to do so successfully, particularly over short periods, which 
can result in financial losses as well as revenue volatility. 
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Results of Operations 
2022 Compared to 2021 


The following table sets forth a summary of our consolidated results of operations for the years indicated, and the changes between periods. Due to the timing of the consummation of the GNOG 
Transaction, the below periods, to the extent applicable, exclude GNOG’s operations prior to the GNOG Closing Date of May 5, 2022. 


Year ended December 31, 


(amounts in thousands, except percentages) 2022 2021 $ Change % Change 

Revenue $ 2,240,461 $ 1,296,025 $ 944,436 72.9% 
Cost of revenue 1,484,273 794,162 690,111 86.9 % 
Sales and marketing 1,185,977 981,500 204,477 20.8 % 
Product and technology 318,247 253,655 64,592 25.5 % 
General and administrative 763,720 828,325 (64,605) (7.8) % 
Loss from operations (1,511,756) (1,561,617) 49,861 (3.2)% 
Interest income (expense), net 18,702 ROSH 16,745 855.6 % 
Gain (loss) on remeasurement of warrant liabilities 29,396 30,065 (669) (2.2) % 
Other income, net 20,700 11,951 8,749 73.2 % 
Loss before income tax (benefit) provision and loss from equity method investment (1,442,958) (1,517,644) 74,686 (4.9)% 
Income tax (benefit) provision (67,866) 8,269 (76,135) 920.7 % 
Loss (gain) from equity method investment 2,895 (2,718) (5,613) 206.5 % 
Net Loss $ (1,377,987) $ (1,523,195) $ 145,208 9.5% 


Revenue. Revenue increased $944.4 million, or 72.9%, to $2,240.5 million in 2022, from $1,296.0 million in 2021. The increase was primarily attributable to our online gaming revenues which 
increased $961.2 million, or 83.9%, to $2,106.7 million in 2022 due to MUPs increasing by 28.3% and ARPMUP increasing by 43.3%, in each case as compared to 2021. MUPs and ARPMUP 
increased primarily due to strong player retention and acquisition across our Sportsbook and iGaming product offerings, as well as the expansion of our Sportsbook and iGaming product offerings 
into new jurisdictions, a continued mix shift into our Sportsbook and iGaming product offerings and reduced promotional intensity. 


Cost of Revenue. Cost of revenue increased $690.1 million, or 86.9%, to $1,484.3 million in 2022, from $794.2 million in 2021. Our online gaming product offerings accounted for substantially 
all of this increase, reflecting growth in revenue from our expanded product and jurisdictional footprint, including the launch of our Sportsbook product offering in New York, Louisiana, Kansas, 
Maryland, and Ontario, Canada and the launch of our iGaming product offering in Ontario, Canada since the beginning of 2022. In particular, the cost of revenue increase was primarily attributable to 
an increase in our variable expenses, such as product taxes and payment processing fees that increased $401.7 million and $77.9 million, respectively, and the remaining increase was primarily 
attributable to an increase in our variable platform costs and revenue share arrangements resulting from additional customer activity. 


Cost of revenue as a percentage of revenue increased to 66.2% in 2022 from 61.2% in 2021, reflecting, in part, our changed revenue mix from our more mature DFS product to our iGaming and 
Sportsbook product offerings, which in general, produce revenue at a higher cost per revenue dollar relative to our more mature DFS product. 


Sales and Marketing. Sales and marketing expense increased $204.5 million, or 20.8%, to $1,186.0 million in 2022, from $981.5 million in 2021. The increase was primarily attributable to an 


increase of $133.9 million in advertising costs spent to acquire users, as well as an increase in compensation and technology costs associated with analyzing, developing and deploying those 
advertising campaigns. 


Product and Technology. Product and technology expense increased $64.6 million, or 25.5%, to $318.2 million in 2022 from $253.7 million in 2021. The increase primarily reflects additions to 
our product operations and engineering headcount. 


General and Administrative. General and administrative expense decreased $64.6 million, or 7.8%, to $763.7 million in 2022 from $828.3 million in 2021. This decrease was primarily driven by 
a decrease in stock-based compensation expense of 
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$100.4 million, partially offset by an increase in cash-based compensation expense due to an increase in headcount and an increase in software and facility fees. 


Gain on Remeasurement of Warrant Liabilities. We recorded a gain on remeasurement of warrant liabilities of $29.4 million in 2022, compared to a gain of $30.1 million in 2021 primarily due to 
changes in the underlying share price of our Class A common stock. 


Other Income, net. Other income, net was $20.7 million in 2022, as compared to $12.0 million in 2021. This increase was primarily attributable to an increase in certain Level 1 and Level 3 
financial assets recorded at fair value. 


Income Tax (Benefit) Provision. We recorded an income tax benefit of $67.9 million in 2022, as compared to an income tax provision of $8.3 million in 2021. This decrease to tax provision was 
primarily due to a discretely recorded income tax benefit of $70.1 million, which was attributable to non-recurring partial releases of the Company’s U.S. valuation allowance as a result of the GNOG 
purchase price allocation. 

Net Loss. Net loss improved by $145.2 million to $1,378.0 million in 2022 from $1,523.2 million in 2021 for the reasons discussed above. 

2021 Compared to 2020 

A discussion of changes in our results of operations in 2021 compared to 2020 has been omitted from this Annual Report, but may be found in “Item 7. Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” of our Form 10-K for the fiscal year ended December 31, 2021, filed with the SEC on February 18, 2022, which is available free of charge on the 


SEC’s website at www.sec.gov and at www.DraftKings.com. 


Quarterly Performance Trend and Seasonality 


Our user engagement and financial performance is seasonal in nature, as indicated by the following chart, which presents our average MUPs and ARPMUP for the last eight quarters, and the 
explanations that follow. 


Quarterly KPI Trend 
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Our business experiences the effects of seasonality based on the relative popularity of certain sports. Although our technology supports contests and betting on sporting events throughout the 
year, the fourth quarter is when our users tend to be most engaged, primarily due to the overlapping time frame of the NFL and NBA seasons, which are the most popular sports amongst our users. As 
aresult, we have historically generated higher revenues in our fourth quarter compared to other quarters. 
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We anticipate that this trend will continue, though our mix of revenues in each quarter and our key performance indicators will also be impacted by the timing of new jurisdiction launches and the 
introduction of new product offerings. 


In addition, revenue and key performance indicators for a given quarter or fiscal year may differ substantially due primarily to professional sports season scheduling, including the frequency of 
play. For example, during the NFL season, our user engagement and revenue is generally highest on Sundays. The number of Sundays in a fiscal reporting period may differ from quarter to quarter 
and year to year, resulting in revenue volatility between comparative periods. In contrast, the MLB season, which traditionally falls in our second and third quarters, is characterized by numerous, 
daily games throughout the season, which tends to result in higher DFS contestant engagement and more Sportsbook bets per paid user relative to the NFL season. Historically, MLB play has 
attracted a more dedicated but smaller user base to our product offerings. The timing of the MLB season in combination with these factors has tended to result in lower MUPs in our second quarter, 
but a higher ARPMUP. 


The suspension, postponement, rescheduling, shortening and cancellation of major sports seasons and sporting events may materially impact our results of operations by, for example, reducing 
our customers’ use of, and spending on, our Sportsbook and DFS product offerings. However, our product offerings that do not rely on sports seasons and sporting events, such as iGaming, may 
partially offset such an adverse impact on revenue. 


Liquidity and Capital Resources 


We had $1.3 billion in cash and cash equivalents as of December 31, 2022 (excluding player cash, which we segregate from our operating cash balances on behalf of our paid users for all 
jurisdictions and product offerings). We believe our cash on hand is sufficient to meet our current working capital and capital expenditure requirements for a period of at least twelve months. We will 
continue to evaluate our long-term operating performance and cash needs and believe we are well positioned to continue to fund the operations of the business long-term. 


Our material cash requirements include the following contractual and other obligations. 


Debt. In March 2021, we issued zero-coupon convertible senior notes in an aggregate principal amount of $1,265.0 million (the “Convertible Notes”). The Convertible Notes mature on March 
15, 2028, subject to earlier conversion, redemption or repurchase. In connection with the pricing of the Convertible Notes and the exercise of the option to purchase additional Convertible Notes, we 
entered into privately negotiated capped call transactions (the “Capped Call Transactions”). The Capped Call Transactions are expected generally to reduce potential dilution to DraftKings Inc.’s 
Class A common stock upon any conversion of the Convertible Notes. The net cost of $124.0 million incurred to enter into the Capped Call Transactions was recorded as a reduction to additional 
paid-in capital on the Company’s consolidated balance sheet. As of December 31, 2022, the Convertible Notes, net of issuance costs, balance was $1,251.1 million. 


Leases. We have lease arrangements for certain corporate office facilities, data centers and motor vehicles. As of December 31, 2022, the Company had lease obligations of $97.7 million, with 
$8.7 million payable within 12 months. 


Other Purchase Obligations. We have certain non-cancelable contracts with vendors, licensors and others requiring us to make future cash payments. As of December 31, 2022, these purchase 
obligations were $1,706.2 million, with $447.6 million payable within 12 months. 
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Cash Flows 


The following table summarizes our cash flows for the periods indicated. Due to the timing of the consummation of the GNOG Transaction and the SBTech Acquisition, the below periods, to the 
extent applicable, exclude GNOG’s operations prior to the GNOG Closing Date of May 5, 2022 and exclude SBTech’s operations prior to the SBTech Closing Date of April 24, 2020. 


Year ended December 31, 


(in thousands) 2022 2021 2020 

Net cash used in operating activities $ (625,519) $ (419,508) $ (194,157) 
Net cash used in investing activities (208,766) (195,022) (227,341) 
Net cash (used in) provided by financing activities (16,732) 1,138,813 2,306,299 
Effect of foreign exchange rates on cash and cash equivalents and restricted cash —_ 583 (358) 
Net increase (decrease) in cash and cash equivalents and restricted cash (851,017) 524,866 1,884,443 
Cash and cash equivalents and restricted cash at beginning of period 2,629,842 2,104,976 220,533 
Cash and cash equivalents and restricted cash at end of period $ 1,778,825 $ 2,629,842 $ 2,104,976 


2022 Compared to 2021 


Operating Activities. Net cash used in operating activities in 2022 was $625.5 million, compared to $419.5 million in 2021, reflecting a decrease in cash from changes in operating assets and 
liabilities of $235.0 million, primarily due to faster servicing of our accounts payable and higher deposit volume from our users increasing our receivables reserved for users balance. This cash usage 
is partially offset by an improvement in our net loss, adjusted for non-cash items, of $29.0 million. 


Investing Activities. Net cash used in investing activities in 2022 decreased by $13.7 million to $208.8 million from $195.0 million in 2021, mainly reflecting an increase in cash paid for 
property, equipment, and internally developed software costs of $34.0 million partially offset by a decrease in cash paid for gaming licenses and financial assets of $50.5 million. 


Financing Activities. Net cash used in financing activities in 2022 decreased by $1,155.5 million from cash provided by financing activities of $1,138.8 million in 2021 to cash used in financing 
activities of $16.7 million in 2022, mainly reflecting the completion of our issuance of Convertible Notes in the first quarter of 2021. 


2021 Compared to 2020 


A discussion of changes in cash flows in 2021 compared to 2020 has been omitted from this Annual Report, but may be found in “Item 7. Management’s Discussion and Analysis of Financial 
Condition and Results of Operations” of our Form 10-K for the fiscal year ended December 31, 2021, filed with the SEC on February 18, 2022, which is available free of charge on the SEC's website 
at www.sec.gov and at www.DraftKings.com. 


Critical Accounting Estimates 


Our consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles (“U.S. GAAP”). Preparation of the financial statements requires our 
management to make judgments, estimates and assumptions that impact the reported amount of revenue and expenses, assets and liabilities and the disclosure of contingent assets and liabilities. We 
consider an accounting judgment, estimate or assumption to be critical when (a) the estimate or assumption is complex in nature or requires a high degree of judgment and (b) the use of different 
judgments, estimates and assumptions could have a material impact on our consolidated financial statements. Our significant accounting policies are described in Note 2 of the consolidated financial 
statements included elsewhere in this Annual Report. Our critical accounting estimates are described below: 


Loss Contingencies 
Our loss contingencies, which are included within the “other long-term liabilities” caption on our consolidated balance sheets, are uncertain by nature and their estimation requires significant 


management judgment as to the probability of loss and estimation of the amount of loss. These contingencies include, but may not be limited to, litigation, regulatory investigations and proceedings 
and management’s evaluation of complex laws and regulations, including those relating to indirect taxes, and 
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the extent to which they may apply to our business and industry. See Notes 7 and 15 to our consolidated financial statements for more information. 


We regularly review our contingencies to determine whether the likelihood of loss is probable and to assess whether a reasonable estimate of the loss can be made. Determination of whether a 
loss estimate can be made is a complex undertaking that considers the judgment of management, third-party research, the prospect of negotiation and interpretations by regulators and courts, among 
other information. When a loss is determined to be probable, as that term is defined under U.S. GAAP, and the amount of the loss can be reasonably estimated, an estimated contingent liability is 
recorded. We continually reevaluate our indirect tax and other positions for appropriateness. 


Goodwill 


Goodwill is tested for impairment at the reporting unit level, which is the same or one level below an operating segment. In accordance with ASC Topic 350 Intangibles - Goodwill and Other, our 
business is classified into three reporting units: (i) business-to-consumer (“B2C”), which includes our Online Sportsbook, iGaming, DFS, Marketplace, and retail sportsbook product offerings, (ii) 
media, and (iii) business-to-business (“B2B”), which includes our gaming software services. We review and evaluate our goodwill and indefinite life intangible assets for potential impairment at a 
minimum annually, in the fourth quarter, or more frequently if circumstances indicate that impairment is possible. 


In testing goodwill for impairment, we have the option to begin with a qualitative assessment, commonly referred to as “Step 0,” to determine whether it is more likely than not that the fair value 
of a reporting unit containing goodwill is less than its carrying value. This qualitative assessment may include, but is not limited to, reviewing factors such as macroeconomic conditions, industry and 
market considerations, cost factors, entity-specific financial performance and other events, including changes in our management, strategy and primary user base. If we determine that it is more likely 
than not that the fair value of a reporting unit is less than its carrying value, we then perform a quantitative goodwill impairment analysis by comparing the carrying amount to the fair value of the 
reporting unit. If the carrying amount exceeds the fair value, goodwill will be written down to the fair value and recorded as impairment expense in the consolidated statements of operations. We 
perform our impairment testing annually and when circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying value. We performed our annual 
impairment assessment of goodwill as of October 1, 2022 and concluded that goodwill was not impaired. 


Business Combinations 


We account for business acquisitions in accordance with ASC Topic 805, Business Combinations (“ASC 805”). We measure the cost of an acquisition as the aggregate of the acquisition date fair 
values of the assets transferred and liabilities assumed and equity instruments issued. Transaction costs directly attributable to the acquisition are expensed as incurred. We record goodwill for the 
excess of (i) the total costs of acquisition, fair value of any non-controlling interests and acquisition date fair value of any previously held equity interest in the acquired business over (ii) the fair 
value of the identifiable net assets of the acquired business. 


The acquisition method of accounting requires us to exercise judgment and make estimates and assumptions based on available information regarding the fair values of the elements of a business 
combination as of the date of acquisition, including the fair values of identifiable intangible assets, deferred tax asset valuation allowances, liabilities related to uncertain tax positions and 
contingencies. We must also refine these estimates over a one-year measurement period, to reflect any new information obtained about facts and circumstances that existed as of the acquisition date 
that, if known, would have affected the measurement of the amounts recognized as of that date. If we are required to retroactively adjust provisional amounts that we have recorded for the fair value 
of assets and liabilities in connection with an acquisition, these adjustments could materially impact our results of operations and financial position. Estimates and assumptions that we must make in 
estimating the fair value of future acquired technology, user lists and other identifiable intangible assets include future cash flows that we expect to generate from the acquired assets. If the subsequent 
actual results and updated projections of the underlying business activity change compared with the assumptions and projections used to develop these values, we could record impairment charges. In 
addition, we have estimated the economic lives of certain acquired assets and these lives are used to calculate depreciation and amortization expenses. If our estimates of the economic lives change, 
depreciation or amortization expenses could be accelerated or slowed, which could materially impact our results of operations. 


On the GNOG Closing Date of May 5, 2022, we completed our acquisition of 100% of the equity interests of GNOG pursuant to the GNOG Merger Agreement. The GNOG Transaction was 


accounted for under ASC 805. In accordance with the acquisition method, we recorded the fair value of assets acquired and liabilities assumed. The allocation of the consideration to the assets 
acquired and liabilities assumed is based on various estimates. 
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Stock-based Compensation 


Our historical and outstanding stock-based compensation awards, including the issuances of options and other stock awards under our equity compensation plans, have typically included service- 
based, performance-based or market-based vesting conditions. For awards with only service-based vesting conditions, we record compensation cost for these awards using the straight-line method 
less an assumed forfeiture rate. For awards with performance-based or market-based vesting conditions, we recognize compensation cost on a tranche-by-tranche basis (the accelerated attribution 
method). 


Stock-based compensation expense is measured based on the grant-date fair value of the stock-based awards and is recognized over the requisite service period of the awards. Prior to the DEAC 
Business Combination, our management and board of directors considered various objectives and subjective factors to determine the fair value of DK DE's common stock as of each grant date, 
including the value determined by a third-party valuation firm. These factors included, among other things, financial performance, capital structure, forecasted operating results and market 
performance analyses of similar companies in our industry. Following the DEAC Business Combination, the fair value of our Class A common stock is determined based on the quoted market price. 
To estimate the fair value of stock option awards, the Black-Scholes model and a Monte Carlo simulation were used to determine the fair value of grants with market-based conditions. Both the 
Black-Scholes model and the Monte Carlo simulation requires management to make a number of key assumptions, including expected volatility, expected term, risk-free interest rate and expected 
dividends. The risk-free interest rate is estimated using the rate of return on U.S. treasury notes with a life that approximates the expected term. The expected term assumption used in the Black- 
Scholes model represents the period of time that the options are expected to be outstanding and is estimated using the midpoint between the requisite service period and the contractual term of the 
option. 


The assumptions underlying these valuations represent management’s best estimates, which involve inherent uncertainties and the application of management judgment. As a result, if factors or 
expected outcomes change and our management uses significantly different assumptions or estimates, our stock-based compensation expense for future periods could be materially different, including 
as a result of adjustments to stock-based compensation expense recorded for prior period. 

Item 7A. Quantitative and Qualitative Disclosures about Market Risks. 

We are exposed to market risks in the ordinary course of our business. These risks primarily include interest rate risk, foreign currency risk and inflation risk as follows: 
Interest Rate Risk 

We had cash and cash equivalents totaling $1.3 billion and $2.2 billion at December 31, 2022 and December 31, 2021, respectively. Our cash and cash equivalents consist of highly liquid, 
unrestricted savings, checking and other bank accounts. The Company also utilizes money market funds and short-term deposits with original maturities of three months or less. The primary 
objectives of our investment activities are to preserve principal and provide liquidity without significantly increasing risk. Due to the relatively short-term nature of our portfolio, a hypothetical 100 
basis point change in interest rates would not have a material effect on the fair value of our portfolio for the periods presented. 

Foreign Currency Risk 

The Company has exposure to changes in currency rates as a result of operations by subsidiaries in non-U.S jurisdictions. Revenue and income/loss generated by international operations will 

increase or decrease compared to prior periods as a result of changes in foreign currency exchange rates. The operations impacted by foreign currency risk are not significant relative to the U.S 


operations of the Company and, as a result, our exposure to foreign currency risk is not material. Currently, we do not otherwise hedge our foreign exchange exposure but may consider doing so in 
the future. 


Inflation Risk 


We do not believe that inflation has had a material effect on our business, financial condition, or results of operations. If our costs become subject to significant inflationary pressures, we may not 
be able to fully offset such higher costs through price increases. Our inability or failure to do so could harm our business, financial condition, and operating results. 


Item 8. Financial Statements and Supplementary Data. 


See financial statements included in Item 15 “Exhibits, Financial Statement Schedules” of this Annual Report. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 
None. 

Item 9A. Controls and Procedures. 

Evaluation of Disclosure Controls and Procedures 


Under the supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, we evaluated the effectiveness of our disclosure controls 
and procedures (as that term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of December 31, 2022, which is the end of 
the period covered by this Annual Report. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that the Company’s disclosure controls and procedures were 
effective as of December 31, 2022 to ensure that information required to be disclosed by the Company in reports we file or submit under the Exchange Act is (i) recorded, processed, summarized, 
evaluated and reported, as applicable, within the time periods specified in the SEC’s rules and forms and (ii) accumulated and communicated to the Company’s management, including the Company’s 
Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosures. 


Management’s Report on Internal Control over Financial Reporting 


The Company’s management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act). 
Management conducted an assessment of the effectiveness of the Company’s internal control over financial reporting based on the criteria set forth in Internal Control — Integrated Framework issued 
by the Committee of Sponsoring Organizations of the Treadway Commission (2013 framework). Internal control over financial reporting is a process to provide reasonable assurance regarding the 
reliability of our financial reporting for external purposes in accordance with U.S. GAAP. Based on the Company’s assessment, management has concluded that its internal control over financial 
reporting was effective as of December 31, 2022 to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements in accordance with U.S. 
GAAP. In accordance with guidance issued by the SEC, companies are permitted to exclude acquisitions from their final assessment of internal control over financial reporting for the first fiscal year 
in which the acquisition occurred. Our management’s evaluation of internal control over financial reporting excluded the internal control activities of GNOG, which we acquired in May 2022, as 
discussed in Note 3 “Business Combinations” to the consolidated financial statements. We have included the financial results of GNOG in the consolidated financial statements from the date of 
acquisition. Total assets, net assets, revenue, and net loss subject to GNOG's internal control over financial reporting each represented less than five percent of our consolidated total assets, net assets, 
revenue, and net loss, excluding acquisition method fair value adjustments, respectively, for the fiscal year ended December 31, 2022. Management has reviewed its assessment with the Audit 
Committee. 


The Company’s independent registered public accounting firm, BDO USA, LLP, has issued an audit report on the Company’s internal control over financial reporting, which appears in Part II, 
Item 15 “Exhibits, Financial Statement Schedules” of this Annual Report. 


Changes in Internal Control Over Financial Reporting 


There has been no change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act), during the three months ended December 31, 
2022 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting. 


Limitations on Effectiveness of Controls and Procedures 


Our disclosure controls and procedures are designed to provide reasonable assurance of achieving their objectives, as specified above. Our management recognizes that any control system, no 
matter how well designed and operated, is based upon certain judgments and assumptions and cannot provide absolute assurance that its objectives will be met. 


Item 9B. Other Information. 
Letter Agreements 


On February 14, 2023, the Company entered into letter agreements with each of Messrs. Jason Robins, the Company’s Chief Executive Officer; Matthew Kalish, the Company’s President, 
DraftKings North America; and Paul Liberman, the 
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Company’s President, Global Technology and Product, pursuant to which each executive officer agreed to a voluntary reduction in their respective base salaries to $1 for fiscal year 2023 (the “Base 
Salary Reductions”). The Base Salary Reductions do not modify any other rights under each of Messrs. Robins', Kalish's and Liberman's employment agreements that are determined by reference to 
such executive officer’s base salary (other than to the extent otherwise described in such letter agreements), and such provisions will continue to be applied based on the base salary rate in effect 
without giving effect to any Base Salary Reductions. Furthermore, the Base Salary Reductions are not intended to reduce any Company employee benefit provided to Messrs. Robins, Kalish and 
Liberman that is determined by reference to base salary, except that life and disability insurance will not be provided to Messrs. Robins, Kalish and Liberman during the applicable Base Salary 
Reduction period. 


Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections 


Not applicable. 
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Item 10. Directors, Executive Officers and Corporate Governance. 


The information required by this item will be included in our Proxy Statement for the 2023 Annual Meeting of Stockholders to be filed with the SEC, within 120 days of the fiscal year ended 


PART II 


December 31, 2022 (the “2023 Proxy Statement’’), and is incorporated herein by reference. 


Item 11. Executive Compensation. 
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PART IV 


Item 15. Exhibits, Financial Statement Schedules. 


(a)(1) Financial Statements 


Audited Consolidated Financial Statements of DraftKings Inc. for the years ended December 31, 2022, December 31, 2021 and December 31, 2020: 


Consolidated Balance Sheets F-1 


ie 


Consolidated Statements of Comprehensive Loss 


Consolidated Statements of Cash Flows 


ie 
IN 


(3)(b) Description of Exhibits 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


Stockholders and Board of Directors 
DraftKings Inc. 
Boston, Massachusetts 


Opinion on the Consolidated Financial Statements 


We have audited the accompanying consolidated balance sheets of DraftKings Inc. (the “Company”) as of December 31, 2022 and 2021, the related consolidated statements of operations, 
comprehensive loss, changes in stockholders’ equity (deficit), and cash flows for each of the three years in the period ended December 31, 2022, and the related notes (collectively referred to as the 
“consolidated financial statements’). In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Company at December 31, 2022 and 
2021, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2022, in conformity with accounting principles generally accepted in the United 
States of America. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (“PCAOB”), the Company's internal control over financial reporting as of 
December 31, 2022, based on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”) 
and our report dated February 17, 2023 expressed an unqualified opinion thereon. 


Basis for Opinion 


These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the Company’s consolidated financial statements based on 
our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the 
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated 
financial statements are free of material misstatement, whether due to error or fraud. 


Our audits included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether due to error or fraud, and performing procedures that respond 
to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the 
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements. We believe that our audits provide a 
reasonable basis for our opinion. 


Critical Audit Matter 


The critical audit matter communicated below is a matter arising from the current period audit of the consolidated financial statements that was communicated or required to be communicated to the 
audit committee and that: (1) relates to accounts or disclosures that are material to the consolidated financial statements and (2) involved our especially challenging, subjective, or complex judgments. 
The communication of the critical audit matter does not alter in any way our opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating the critical audit 
matter below, providing separate opinions on the critical audit matter or on the accounts or disclosures to which it relates. 


Business Combinations - Valuation of Certain Intangible Assets 


As described in Note 3 to the consolidated financial statements, on May 5, 2022, the Company acquired Golden Nugget Online Gaming, Inc. (“GNOG”), for total consideration of $603.5 million. The 
Company accounted for the acquisition in accordance with ASC Topic 805, Business Combinations, which requires assets acquired and liabilities assumed to be recognized at their fair values as of 
the acquisition date. The determination of the fair values of the assets acquired and liabilities assumed requires management to make significant estimates and assumptions, including with respect to 
the fair values of identifiable intangible assets. Significant estimates and assumptions made by the Company in determining the fair value of acquired gaming licenses and customer relationships 
include future cash flows that it expects to generate from the acquired assets. The Company recognized $315 million of finite-lived intangible assets in connection with the GNOG acquisition. 


We identified the determination of fair values of certain identifiable finite-lived intangible assets, which included certain gaming licenses and customer relationships, as a critical audit matter. The 
principal considerations for our determination included the following: (i) changes in the key assumptions could have a significant impact on the fair value of the finite-lived intangible assets acquired, 
and (ii) the assumptions utilized by the Company in determining the fair value of certain gaming licenses and customer relationships acquired, specifically projected revenue growth rates and 
marketing synergies, are 
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subjective and require significant judgment. Auditing these elements involved especially challenging and subjective auditor judgment due to the nature and extent of audit effort required to address 
these matters. 


The primary procedures we performed to address this critical audit matter included: 


¢ Evaluating the reasonableness of the revenue growth rates used in the determination of the fair value of certain gaming licenses and customer relationships by i) reviewing the historical 
performance of GNOG using publicly available information, ii) assessing the revenue projections against industry metrics and peer-group companies and iii) testing historical GNOG data 
used as a basis for revenue projections. 


* Testing the reasonableness of the amounts used to determine the marketing cost-saving synergies for GNOG by evaluating the historical marketing spend at GNOG and the Company. 
/s/ BDO USA, LLP 


We have served as the Company's auditor since 2016. 
Boston, Massachusetts 
February 17, 2023 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


Stockholders and Board of Directors 
DraftKings Inc. 
Boston, Massachusetts 


Opinion on Internal Control over Financial Reporting 

We have audited DraftKings Inc.’s (the “Company’s”) internal control over financial reporting as of December 31, 2022, based on criteria established in Internal Control — Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (the “COSO criteria”). In our opinion, the Company maintained, in all material respects, effective internal 
control over financial reporting as of December 31, 2022, based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (“PCAOB”), the consolidated balance sheets of the Company as of 
December 31, 2022 and 2021, the related consolidated statements of operations, comprehensive loss, changes in stockholders’ equity (deficit), and cash flows for each of the three years in the period 
ended December 31, 2022, and the related notes and our report dated February 17, 2023 expressed an unqualified opinion thereon. 


Basis for Opinion 


The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, 
included in the accompanying, “Item 9A, Management’s Report on Internal Control over Financial Reporting”. Our responsibility is to express an opinion on the Company’s internal control over 
financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with U.S. federal 
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 


We conducted our audit of internal control over financial reporting in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial 
reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audit also included 
performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 


As indicated in the accompanying “Item 9A, Management’s Report on Internal Control over Financial Reporting”, management’s assessment of and conclusion on the effectiveness of internal control 
over financial reporting did not include the internal controls of Golden Nugget Online Gaming, Inc. (“GNOG”), which was acquired on May 5, 2022, and which is included in the consolidated 
balance sheet of the Company as of December 31, 2022, and the related consolidated statement of operations, comprehensive loss, changes in stockholders’ equity (deficit), and cash flows for the 
year then ended. GNOG constituted less than 5% of total assets, net assets, revenues and net loss (excluding acquisition method fair value adjustments) as of and for the year ended December 31, 
2022. Management did not assess the effectiveness of internal control over financial reporting of GNOG because of the timing of the acquisition, which was completed on May 5, 2022. Our audit of 
internal control over financial reporting of the Company also did not include an evaluation of the internal control over financial reporting of GNOG. 


Definition and Limitations of Internal Control over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the 
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, 
or disposition of the company’s assets that could have a material effect on the financial statements. 
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject 
to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 


/s/ BDO USA, LLP 


Boston, Massachusetts 
February 17, 2023 
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DRAFTKINGS INC. 


CONSOLIDATED BALANCE SHEETS 
(Amounts in thousands, except par value) 


December 31, 
2022 2021 


Current assets: 


Cash reserved for users 469,653 476,950 


Accounts receivables 51,097 45,864 


Total current assets 2,084,841 2,753,330 


Intangible assets, net 716,934 535,017 


Operating lease right-of-use assets 65,957 63,831 


Deposits and other non-current assets 155,865 45,377 


Liabilities and Stockholders’ equity 


AF 


Accounts payable and accrued expenses 517,587 $ 387,737 


Operating lease liabilities, current portion 4,253 12,814 


Total current liabilities 1,246,457 929,425 


Non-current operating lease liabilities 69,332 57,341 


Long-term income tax liabilities 69,858 79,125 


Total liabilities $ 2,717,459 §$ 2,390,526 


See accompanying notes to consolidated financial statements. 


DRAFTKINGS INC. 


CONSOLIDATED BALANCE SHEETS 
(Amounts in thousands, except par value) 


Stockholders’ equity: 


Class A common stock, $0.0001 par value; 900,000 shares authorized as of December 31, 2022 and December 31, 2021, respectively; 459,265 
and 414,911 shares issued and 450,575 and 407,781 outstanding at December 31, 2022 and December 31, 2021, respectively 


Class B common stock, $0.0001 par value; 900,000 shares authorized as of December 31, 2022 and December 31, 2021; 393,014 shares issued 
and outstanding at December 31, 2022 and December 31, 2021 


Treasury stock, at cost; 8,690 and 7,130 shares as of December 31, 2022 and December 31, 2021, respectively 
Additional paid-in capital 

Accumulated deficit 

Accumulated other comprehensive income 

Total stockholders’ equity 


Total liabilities and stockholders’ equity 


See accompanying notes to consolidated financial statements. 
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December 31, 


2022 2021 
45 $ Al 
39 39 
(332,133) (306,614) 
6,750,055 5,702,388 
(5,131,801) (3,753,814) 
36,488 36,488 
1,322,693 1,678,528 
4,040,152 $ 4,069,054 


DRAFTKINGS INC. 


CONSOLIDATED STATEMENTS OF OPERATIONS 
(Amounts in thousands, except per share amounts) 


Years ended December 31, 


2022 2021 2020 

Revenue $ 2,240,461 $ 1,296,025 614,532 
Cost of revenue 1,484,273 794,162 346,589 
Sales and marketing 1,185,977 981,500 495,192 
Product and technology 318,247 253,655 168,633 
General and administrative 763,720 828,325 447,374 
Loss from operations (1,511,756) (1,561,617) (843,256) 
Other income (expense): 
Interest income (expense), net 18,702 1,957 (1,070) 
Gain (loss) on remeasurement of warrant liabilities 29,396 30,065 (387,565) 
Other income, net 20,700 11,951 —_— 
Loss before income tax provision (benefit) and loss (gain) from equity method investment (1,442,958) (1,517,644) (1,231,891) 
Income tax (benefit) provision (67,866) 8,269 (622) 
Loss (income) from equity method investment 2,895 (2,718) 566 
Net loss attributable to common stockholders $ (1,377,987) $ (1,523,195) (1,231,835) 
Loss per share attributable to common stockholders: 

Basic and diluted $ (3.16) $ (3.78) (4.03) 


See accompanying notes to consolidated financial statements. 


Due to the timing of the GNOG Transaction (as defined below) and DEAC Business Combination (as defined below), the above periods, to the extent applicable, exclude the operations of GNOG (as 
defined below) and SBTech (as defined below) prior to their respective closing dates of May 5, 2022 and April 24, 2020. 
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DRAFTKINGS INC. 


CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS 
(Amounts in thousands) 


Year ended December 31, 


2022 2021 2020 
Net loss $ (377,987) S (LS2319s) 8 (1,231,835) 
Other comprehensive (loss) income 
Foreign currency translation adjustments, net of nil tax — (47,046) 83,534 
Comprehensive loss $ (1,377,987) $ (1,570,241) $ (1,148,301) 


See accompanying notes to consolidated financial statements. 


Due to the timing of the GNOG Transaction and DEAC Business Combination, the above periods, to the extent applicable, exclude the operations of GNOG and SBTech prior to their respective 
closing dates of May 5, 2022 and April 24, 2020. 
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DRAFTKINGS INC. 


CONSOLIDATED STATEME 


'S OF CHANGES IN STOCKHOLDERS’ EQUITY (DEFICIT) 
(Amounts in thousands) 


Class A Common Stock Class B Common Stock Accumulated Other 
Additional Accumulated Comprehensive Treasury Stock Total Stockholders' 
Shares Amount Shares Amount Paid in Capital Deficit Income Amount Equity 
Balances at December 31, 2021 407,781 $ 41 393,014 $ 39 $ 5,702,388 $ (3,753,814) $ 36,488 $ (306,614) $ 1,678,528 
Exercise of stock options 3,267 8,743 — 8,743 
Stock-based compensation expense — — — —_— 578,799 —_— — — 578,799 
Equity consideration issued for acquisitions 29,252 3 = = 460,125 = = 460,128 
Purchase of treasury stock (1,560) — a —_— —_— —_— — (25,519) (25,519) 
Restricted stock unit vesting 11,835 1 _ — — — - — 1 
Net Loss = = = = = (1,377,987) = = (1,377,987) 
Balances at December 31, 2022 4057 S45—SS=i8 SSC SSCS SS ASHBOLT) SS i8GABS OS R32,133) $=; 22,693 
Class A Common Stock Class B Common Stock Accumulated Other 
Additional Accumulated Comprehensive Treasury Stock Total Stockholders' 
Shares Amount Shares Amount Paid in Capital Deficit Income Amount Equity 
Balances at December 31, 2020 396,303 $ 40 393,014 $ 39 (§$ 5,067,135 $ (2,230,619) $ 83,534 $ (288,784) $ 2,631,345 
Exercise of stock options 9,421 1 as — 31,478 — — — 31,479 
Stock-based compensation expense — — — — 683,293 —_— — — 683,293 
Purchase of capped call options — — — — (123,970) — — — (123,970) 
Equity consideration issued for acquisition 520 — — = 33,149 — — — 33,149 
Exercise of warrants 337 - - — 9,205 — - — 9,205 
Purchase of treasury stock (323) = = = = = — (17,830) (17,830) 
Restricted stock unit vesting 1,523 — — — — — — — = 
Foreign currency translation = = = = — = (47,046) a (47,046) 
Other — — — — 2,098 — — - 2,098 
Net loss = = = = = (1,523,195) = = (1,523,195) 
Balances at December 31, 2021 ore SOT SSS «STO BIA) SSG ABB OS «806,G14) $= O78,528 


F-5 


Balances at December 31, 2019 (as previously reported) 
Conversion of shares due to merger recapitalization 
Balances at December 31, 2019 effect of reverse acquisition (refer to Note 2) 
Issuance of Series F preferred stock 
Exercise of stock options 
Stock-based compensation expense 
Merger recapitalization, net repurchase of $7,192 and issuance costs of $11,564 
Conversion of Convertible Notes to common shares 
DEAC shares recapitalized, net of redemptions and equity issuance costs of $10,631 
Equity consideration issued to acquire SBTech 
Shares issued for earn outs - SBTech 
Shares issued for earn outs - DEAC and DK 
Exercise of warrants 
Shares issued in offerings, net of issuance costs of $41,536 
Purchase of treasury stock 
RSU Vesting 
Foreign currency translation, net of nil tax 
Net loss 


Balances at December 31, 2020 


Convertible 


Redeemable Class A Common Class B Common Accumulated 
Preferred Stock Stock Stock Additional Other Treasury Total 
Paid in Accumulated Comprehensive Stock Stockholders’ 
Shares Amount Shares Amount Shares Amount Capital Deficit Income Amount (Weficit) Equity 
110,250 = $ 258,371 389,610 $ 390 = 5 — $ 690,443 §$ (998,784) = 5 a (307,951) 
(110,250) (258,371) — (204,984) (372) _ —_ 258,743 _— _ _— 258,371 
= — — 184,626 18 = = 949,186 (998,784) = = (49,580) 
= = 1,526 — = — 11,000 — — = 11,000 
= = 14,900 DI) = = 27,585 = = = 27,587 
393,014 39 324,999 = = = 325,038 
= = (278) = = = (18,756) = = = (18,756) 
— = 11,254 1 = — 112,544 — — = 112,545 
= = 74,122 i = = 542,327 = = = 542,334 
= = 40,739 4 — — 789,060 — — = 789,064 
= = 720 = = = 
= — 5,280 1 — = (1) = = = = 
= — 17,698 2 = = 649,130 = = = 649,132 
_ _ 36,820 4 = = 1,680,063 = = = 1,680,067 
= = (6,807) (ah) = (288,784) (288,785) 
= — 15,703 2 = = (2) = = = = 
83,534 = 83,534 
(1,231,835) _— _— (1,231,835) 
— § _— 396,303 $ 40 393,014 $ 39 = $ 5,067,135 $ (2,230,619) 83,534 $ (288,784) $ 2,631,345 


See accompanying notes to consolidated financial statements. 


Due to the timing of the GNOG Transaction and DEAC Business Combination, the above periods, to the extent applicable, exclude the operations of GNOG and SBTech prior to their respective 
closing dates of May 5, 2022 and April 24, 2020. 
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DRAFTKINGS INC. 


CONSOLIDATED STATEMENTS OF CASH FLOWS 


Cash Flows from Operating Activities: 
Net loss 


Adjustments to reconcile net loss to net cash flows used in operating activities: 


Depreciation and amortization 
Non-cash interest expense, net 
Stock-based compensation expense 
(Gain) loss on remeasurement of warrant liabilities 
Loss (gain) from equity method investment 
Gain on marketable equity securities and other financial assets, net 
Deferred income taxes 
Other expenses, net 
Change in operating assets and liabilities, net of effect of acquisitions: 
Receivables reserved for users 
Accounts receivable 
Prepaid expenses and other current assets 
Deposits and other non-current assets 
Operating leases, net 
Accounts payable and accrued expenses 
Liabilities to users 
Long-term income tax liability 
Other long-term liabilities 
Net cash flows used in operating activities 
Cash Flows from Investing Activities: 
Purchases of property and equipment 
Cash paid for internally developed software costs 
Acquisition of gaming licenses 
Purchase of marketable equity securities and other financial assets 
Cash paid for acquisitions, net of cash acquired 
Other investing activities, net 
Net cash flows used in investing activities 
Cash Flow from Financing Activities: 
Proceeds from revolving credit line 
Repayments of revolving credit line 
Cash buyout of unaccredited investors 
Issuance costs related to merger recapitalization 
Proceeds from issuance of convertible notes, net 
Purchase of capped call options 
Proceeds from recapitalization of DEAC shares, net of issuance costs 
Proceeds from exercise of warrants 


Proceeds from issuance of Class A common stock, net of issuance costs 


Purchase of treasury stock 


(Amounts in thousands) 


Year ended December 31, 


2022 2021 2020 
$ (1,377,987) $ (1,523,195) $ (1,231,835) 
169,252 121,138 77,410 
870 2,109 3,114 
578,799 683,293 325,038 
(29,396) (30,065) 387,565 
2,895 (2,718) 566 
(10,999) (11,311) = 
(73,407) (15,509) (2,279) 
(7,268) = = 
(105,320) (21,700) (10,421) 
2,506 (1,787) (13,802) 
(26,217) (10,078) 1,152 
(4,921) (6,458) (3,730) 
1,304 (1,059) 2,640 
95,269 167,927 103,574 
152,985 210,932 154,907 
(9,267) 13,227 (411) 
15,383 5,746 12,355 
(625,519) (419,508) (194,157) 
(32,402) (15,925) (11,752) 
(64,030) (46,542) (27,489) 
(7,213) (35,809) (6,830) 
— (25,000) = 
(96,507) (64,970) (178,645) 
(8,614) (6,776) (2,625) 
(208,766) (195,022) (227,341) 
= = 37,750 

== ae (44,500) 

— = (7,192) 

= = (11,564) 

= 1,248,025 41,077 

= (123,970) = 

= = 669,825 

44 693 202,034 

_ = 1,680,067 
(25,519) (17,830) (288,785) 
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Proceeds from exercise of stock options 
Other financing activities 


Net cash flows provided by financing activities 


Effect of foreign exchange rates on cash and cash equivalents and restricted cash 
Net increase (decrease) in cash, cash equivalents and restricted cash 
Cash and cash equivalents and restricted cash at the beginning of period 


Cash and cash equivalents and restricted cash, end of period $ 


Disclosure of cash, cash equivalents and restricted cash: 
Cash and cash equivalents $ 
Cash reserved for users 


Total cash, cash equivalents and restricted cash, end of period $ 


Supplemental Disclosure of Noncash Investing and Financing Activities: 
Conversion of convertible notes and accrued interest to common shares 
Increase in net liabilities acquired from DEAC 

Investing activities included in accounts payable and accrued expenses 
Equity consideration issued for acquisitions 

Supplemental Disclosure of Cash Activities: 

(Decrease) increase in cash reserved for users 

Cash paid for interest 

Cash paid for income taxes, net of refunds 


See accompanying notes to consolidated financial statements. 


8,743 31,479 27,587 

= 416 = 
(16,732) 1,138,813 2,306,299 
= 583 (358) 
(851,017) 524,866 1,884,443 
2,629,842 2,104,976 220,533 
1,778,825 2,629,842 2,104,976 
1,309,172 2,152,892 1,817,258 
469,653 476,950 287,718 
1,778,825 2,629,842 2,104,976 
= = 112,545 

= = 2,514 

9,155 (3,758) 4,966 
460,128 33,149 789,064 
(7,297) 189,232 143,718 
= = 417 

10,366 5,632 1,442 


Due to the timing of the GNOG Transaction and DEAC Business Combination, the above periods, to the extent applicable, exclude the operations of GNOG and SBTech prior to their respective 


closing dates of May 5, 2022 and April 24, 2020. 
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DRAFTKINGS INC. 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
(Amounts in thousands, unless otherwise noted) 


1. Description of Business 


We are a digital sports entertainment and gaming company. We provide users with online sports betting (“Sportsbook”), online casino (“iGaming”) and daily fantasy sports (“DFS”) product 
offerings, as well as DraftKings Marketplace (“Marketplace”), retail sportsbook, media and other consumer product offerings. We are also involved in the design and development of sports betting 
and casino gaming software for online and retail sportsbooks and iGaming operators. 


As further discussed in Note 3 hereof entitled “Acquisition of Golden Nugget Online Gaming, Inc.,” on May 5, 2022 (the “GNOG Closing Date”), DraftKings Inc. (formerly New Duke Holdco, 
Inc.) consummated the acquisition of Golden Nugget Online Gaming, Inc., a Delaware corporation (together with its subsidiaries unless the context requires otherwise, “GNOG”), pursuant to a 
definitive agreement and plan of merger, dated August 9, 2021 (the “GNOG Merger Agreement”), in an all-stock transaction (the “GNOG Transaction”). In connection with the GNOG Transaction, 
DraftKings Inc. undertook a holding company reorganization whereby (i) each share of DraftKings Holdings Inc. (formerly DraftKings Inc.), a Nevada corporation (“Old DraftKings”), Class A 
common stock and Class B common stock was converted on a one-for-one basis into a share of DraftKings Inc. Class A common stock and Class B common stock, respectively, and (ii) DraftKings 
Inc. became the going-forward public company and the direct parent company of both Old DraftKings and GNOG. DraftKings Inc. is the registrant filing this Annual Report on Form 10-K as the 
successor registrant for Old DraftKings. Unless otherwise indicated or the context otherwise requires, the terms “DraftKings”, the “Company”, “we”, “us” and “our” refer to DraftKings Inc. (or, in 
respect of periods prior to the GNOG Closing Date, Old DraftKings), together with its consolidated subsidiaries. 


In May 2018, the Supreme Court (the “Court”) struck down on constitutional grounds the Professional and Amateur Sports Protection Act of 1992 (“PASPA”), a law that prohibited most states 
from authorizing and regulating sports betting. Since the Court’s decision, many states have legalized sports betting. As of December 31, 2022, 32 USS. states, the District of Columbia and Puerto 
Rico have legalized some form of sports betting. Of those 34 legal jurisdictions, 27 have legalized online sports betting. Of those 27 jurisdictions, 23 are live, and DraftKings operates in 19 of them. 
The U.S jurisdictions with statutes legalizing iGaming are Connecticut, Delaware, Michigan, New Jersey, Pennsylvania, and West Virginia. 


As of December 31, 2022, we operate our online sports betting product offering in Arizona, Colorado, Connecticut, Illinois, Indiana, Iowa, Kansas, Louisiana, Maryland, Michigan, New 
Hampshire, New Jersey, New York, Oregon, Pennsylvania, Tennessee, Virginia, West Virginia, Wyoming and Ontario, Canada and we operate retail sportsbooks in Colorado, Connecticut, Illinois, 
Iowa, Kansas, Louisiana, Michigan, Mississippi, New Hampshire, New Jersey, New York and Washington. As of December 31, 2022, the Company offers its iGaming product offering in 
Connecticut, Michigan, New Jersey, Pennsylvania, West Virginia and Ontario, Canada. The Company also has arrangements in place with land-based casinos to expand operations into additional 
states upon the passing of relevant legislation, the issuance of related regulations and the receipt of required licenses. 


Beginning in 2020 and continuing into 2022, the novel coronavirus (“COVID-19”) pandemic adversely impacted global commercial activity, disrupted supply chains and contributed to 
significant volatility in financial markets. The primary impacts of the COVID-19 pandemic on the Company were the suspension, cancellation, rescheduling and shortening of sports seasons and 
sporting events, particularly between March 2020 and July 2020, when many sports seasons and sporting events, including the MLB regular season, domestic soccer leagues and European Cup 
competitions, the NBA regular season and playoffs, the NCAA college basketball tournament, the Masters golf tournament, and the NHL regular season and playoffs, were suspended or cancelled. 
The suspension of sports seasons and sporting events reduced customers’ use of, and spending on, the Company’s Sportsbook and DFS product offerings. 


Beginning in July 2020, major professional sports leagues gradually resumed regular activities with shortened seasons in many instances. In 2022, sports seasons continued and sporting events 
were held as planned, including the NFL regular season, the NFL Playoffs and Superbowl LVI, the NBA regular season and playoffs, the NHL regular season and playoffs, the NASCAR Cup Series, 
various NCAA football bowl games, the NCAA college basketball regular season and tournament, the MLB regular season and several golf tournaments. The continued return of major sports and 
sporting events generated significant user interest and activity in the Company's Sportsbook and DFS product offerings. However, the possibility remains that sports seasons and sporting events may 
be suspended, cancelled, rescheduled or shortened due to COVID-19 outbreaks. 
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The Company’s revenue varies based on sports seasons and sporting events amongst other factors, and cancellations, suspensions or alterations resulting from COVID-19 have the potential to 
adversely affect the Company’s revenue, possibly materially. However, the Company’s product offerings that do not rely on sports seasons and sporting events, such as iGaming, may partially offset 
this adverse impact on revenue. 


A significant or prolonged decrease in consumer spending on entertainment or leisure activities would also likely have an adverse effect on demand for the Company’s product offerings, reducing 
cash flows and revenues, and thereby materially harming the Company’s business, financial condition and results of operations. In addition, a materially disruptive resurgence of COVID-19 cases or 
the emergence of additional variants or strains of COVID-19 could cause other widespread or more severe impacts depending on where infection rates are highest. As steps taken to mitigate the 
spread of COVID-19 necessitated a shift away from a traditional office environment for many employees, the Company implemented business continuity programs to ensure that employees were safe 
and that the business continued to function with minimal disruptions to normal work operations while employees worked remotely. Since the second quarter of 2022, our primary offices, including 
our corporate headquarters in Boston, Massachusetts, have been re-opened with many of our employees returning to work onsite in various capacities. We will continue to monitor developments 
relating to disruptions and uncertainties caused by COVID-19 and the emergence of additional variants or strains thereof. 


2. Summary of Significant Accounting Policies and Practices 
Basis of Presentation and Principles of Consolidation 


The accompanying consolidated financial statements are presented in conformity with accounting principles generally accepted in the United States of America (“U.S. GAAP”) and pursuant to 
the rules and regulations of the U.S. Securities and Exchange Commission (the “SEC”). The consolidated financial statements include the accounts and operations of the Company and its 
subsidiaries. All intercompany accounts and transactions are eliminated upon consolidation. Certain amounts, which are not material, in the prior years’ consolidated financial statements have been 
reclassified to conform to the current year presentation. 


As described above, the Company consummated the GNOG Transaction on May 5, 2022. In the GNOG Transaction, the Company was determined to be the accounting acquirer and, as such, the 
acquisition is considered a business combination under Accounting Standards Codification (“ASC”), Topic 805, Business Combinations, (“ASC 805”) and was accounted for using the acquisition 
method of accounting. The accompanying consolidated financial statements include the accounts and operations of the Company, except that, due to the timing of the consummation of the GNOG 
Transaction, the accompanying consolidated financial statements exclude the operations of GNOG prior to the GNOG Closing Date of May 5, 2022. 


We were incorporated in Nevada as DEAC NV Merger Corp., a wholly owned subsidiary of our legal predecessor, Diamond Eagle Acquisition Corp. (“DEAC”), a special purpose acquisition 
company. On April 23, 2020, DEAC consummated the transactions contemplated by the Business Combination Agreement, dated December 22, 2019, as amended on April 7, 2020 (the “DEAC 
Business Combination”). Pursuant to the DEAC Business Combination, the merger between a subsidiary of DEAC and DK Crown Holdings Inc. (“DK DE”) was accounted for as a reverse 
recapitalization in accordance with U.S. GAAP (the “Reverse Recapitalization”). Under this method of accounting, DEAC was treated as the “acquired” company for financial reporting purposes. 
Accordingly, for accounting purposes, the Reverse Recapitalization was treated as the equivalent of DK DE issuing stock for the net assets of DEAC, accompanied by a recapitalization. The net 
assets of DEAC are stated at historical cost, with no goodwill or other intangible assets recorded. The consolidated assets, liabilities and results of operations prior to the Reverse Recapitalization are 
those of DK DE. The shares and corresponding capital amounts and earnings per share available for common stockholders, prior to the DEAC Business Combination, have been retroactively restated 
as shares reflecting the exchange ratio established in the DEAC Business Combination. Further, DK DE was determined to be the accounting acquirer in its acquisition of the issued and outstanding 
share capital of SBTech (Global) Limited (“SBTech” and, such acquisition, the “SBTech Acquisition”), and, as such, the acquisition is considered a business combination under ASC 805 and was 
accounted for using the acquisition method of accounting. DraftKings recorded the fair value of assets acquired and liabilities assumed from SBTech. The presented financial information for the year 
ended December 31, 2020 includes the financial information and activities for SBTech for the period from April 24, 2020 to (and including) December 31, 2020. 


Segments 
The Company regularly reviews its operating segments and the approach used by the chief operating decision maker (“CODM”) to evaluate performance and allocate resources. As a result of the 


consummation of the SBTech Acquisition in April 2020, the Company began to identify two distinct operating segments: a business-to-consumer (“B2C”) segment, which included its Sportsbook, 
iGaming and DFS product offerings, as well as media and other consumer product offerings, and a 


F-10 


business-to-business (““B2B”’) segment, which had principal activities involving the design and development of gaming software. However, beginning in the fourth quarter of 2022, as a result of the 
Company integrating the technology and expertise of SBTech, the Company began to view the B2B segment primarily as a cost center of the B2C segment and, therefore, began to operate its 
business and report its results as a single operating segment. The Company’s determination that it operates as a single segment is consistent with the financial information regularly reviewed by the 
CODM for purposes of evaluating performance, allocating resources and planning and forecasting for future periods. The Company’s CODM allocates resources and assesses financial performance 
on a consolidated basis. Prior periods have reclassified to conform with the new segment presentation. 


Foreign Currency and Comprehensive Loss 


Prior to January 1, 2022, the Company's reporting currency was the U.S. dollar while the functional currency of the Company’s significant non-U.S. subsidiaries was the Euro. The financial 
statements of the Company’s significant non-U.S. subsidiaries were translated into United States dollars in accordance with ASC 830, Foreign Currency Matters, using period-end rates of exchange 
for assets and liabilities, and average rates of exchange for the period for revenues, costs and expenses and historical rates for equity. For the period ending December 31, 2021 and 2020, the 
translation gain or loss is included in the consolidated statements of comprehensive loss. Effective as of January 1, 2022, the Company’s reporting currency remained the U.S. dollar and the 
functional currency of the Company's significant non-U.S. subsidiaries’ functional currency was changed from the Euro to the U.S. dollar. Accordingly, the Company did not have to translate the 
financial statements of its significant non-U.S. subsidiaries for the year ended December 31, 2022. 


During 2022, 2021 and 2020, foreign currency transactions did not have a material impact on net loss. 
Use of Estimates 


The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimates. Significant estimates and assumptions reflected in the financial statements relate to and include, but are not limited to, the valuation and expensing of equity awards, accounting for 
contingencies and uncertainties, purchase price allocations, including fair value estimates of intangible assets, the estimated useful lives of fixed assets and intangible assets, internally developed 
software costs and accrued expenses. 


Going Concern 

The Company currently expects that its cash will be sufficient to fund its operating expenses and capital expenditure requirements for at least twelve months after February 17, 2023. The 
Company has experienced operating losses and negative operating cash flows for the years ended December 31, 2022, 2021 and 2020. While certain jurisdictions will experience improved cash flow, 
the Company expects to continue to incur annual operating losses and annual negative operating cash flow for the next twelve months. 
Concentration Risks and Uncertainties 

Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of operating cash and cash equivalents and cash reserved for users. The Company 
maintains separate accounts for cash and cash reserved for users primarily across six financial institutions. Some of the amounts held exceed federally insured limits. Management believes all 
financial institutions holding its cash are of high credit quality and does not believe the Company is subject to unusual credit risk beyond the normal credit risk associated with commercial banking 
relationships. 

The Company relies on a limited number of vendors to support operations. In particular, a single vendor is currently the primary provider of web services that allows the Company to host its 
Sportsbook, iGaming and DFS product offerings. Any interruption in the services provided by this supplier could have a material adverse effect on its business, financial condition and results of 


operations. 


The Company’s growth prospects and market potential will depend on its ability to obtain and maintain licenses to operate in a number of jurisdictions, and if the Company fails to obtain and 
maintain such licenses, its business, financial condition, results of operations and prospects could be impaired. 


Business Combinations 
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The Company accounts for business combinations under the acquisition method of accounting, in accordance with ASC 805, which requires assets acquired and liabilities assumed to be 
recognized at their fair values as of the acquisition date. Any fair value of purchase consideration in excess of the fair value of the assets acquired less liabilities assumed is recorded as goodwill. The 
fair values of the assets acquired and liabilities assumed are determined based upon the valuation of the acquired business and involve management making significant estimates and assumptions. 


Cash and cash equivalents 
Cash and cash equivalents consist of highly liquid, unrestricted savings, checking, money market funds with maturities of less than three months and other bank accounts. 
Cash Reserved for Users 


The Company maintains separate bank accounts to segregate users’ funds from operational funds. In certain regulated jurisdictions, user funds are held by DK Player Reserve LLC, a Delaware 
limited liability company and wholly owned subsidiary of DraftKings Inc., which was organized for the purpose of protecting users’ funds in the event of creditor claims and complying with certain 
regulatory requirements of gaming authorities in certain jurisdictions. 


Receivables Reserved for Users 


Receivables for user deposits not yet received are stated at the amount the Company expects to collect from a payment processor, which includes an allowance for credit losses if appropriate. 
These receivables arise, primarily, due to process timing between when a user deposits and when the Company receives that deposit from the payment processor. The allowance for credit losses is 
determined based on the Company’s assessment of the probability of the non-payment of the receivable. This provision is netted against the receivable balance with the loss being recognized within 
general and administrative expenses in the consolidated statements of operations. As of and for the years ending December 31, 2022 and December 31, 2021, the provision did not have a material 
impact on the Company’s consolidated financial statements. 


Accounts Receivables 


Accounts receivables are recorded at amortized cost, less any allowance for credit losses. The allowance for credit losses is determined based on the Company’s assessment of the probability of 
non-payment of the receivable after all means of collection have been exhausted and the potential for recovery is considered remote. This provision is netted against the receivable balance with the 
loss being recognized within general and administrative expenses in the consolidated statements of operations. As of and for the years ending December 31, 2022 and December 31, 2021, the 
provision did not have a material impact on the Company’s consolidated financial statements. 


Digital Assets and Liabilities 


On March 31, 2022, the SEC issued Staff Accounting Bulletin No. 121 (“SAB 121”). SAB 121 sets out interpretive guidance from the staff of the SEC regarding the accounting for obligations to 
safeguard digital assets that an entity holds for its users, which was effective from the first interim period commencing after June 15, 2022, with retroactive application as of the beginning of the fiscal 
year to which the interim or annual period relates. In accordance with SAB 121, the Company recognized a liability for the obligation to safeguard its users’ assets and recognized an associated asset 
for non-fungible tokens (“NFTs”) held for its users. Both the liability and the associated asset are measured at the fair value of the NFTs being safeguarded. Refer to Note 8 hereof for disclosures 
required in accordance with ASC 820, Fair Value Measurement. 


Property and Equipment, Net 
Property and equipment are carried at cost, net of accumulated depreciation. Depreciation is computed utilizing the straight-line method over the estimated useful life of the asset. Leasehold 


improvements depreciation is computed over the shorter of the lease term or estimated useful life of the asset. Additions and improvements are capitalized, while repairs and maintenance are 
expensed as incurred. Useful lives of each asset class are generally as follows: 


Computer equipment and software 3 years 
Furniture and fixtures 7 years 
Leasehold improvements Lesser of the lease terms or the estimated useful lives of the improvements, generally 1-10 years 


Intangible Assets, Net 


The Company’s intangible assets consist of developed technology, customer relationships, internally-developed software, gaming licenses, trademarks and tradenames and digital assets. The 
related amortization expense is classified as cost of revenue in the consolidated statements of operations. Estimates and assumptions that we must make in estimating the fair value of future acquired 
technology, user lists and other identifiable intangible assets include future cash flows that we expect to generate from the acquired assets. 


Developed Technology 


Developed technology primarily relates to the design and development of sports betting and casino gaming software for online and retail sportsbook and casino gaming products acquired from 
SBTech and other acquisitions and recorded at fair value at the date of acquisition. 


Internally Developed Software 


Software that is developed for internal use is accounted for pursuant to ASC 350-40, Intangibles, Goodwill and Other—Internal-Use Software. Qualifying costs incurred to develop internal-use 
software are capitalized when (i) the preliminary project stage is completed, (ii) management has authorized further funding for the completion of the project and (iii) it is probable that the project 
will be completed and perform as intended. These capitalized costs include compensation for employees who develop internal-use software and external costs related to development of internal use 
software. Capitalization of these costs ceases once the project is substantially complete and the software is ready for its intended purpose. Internally developed software is amortized using the 
straight-line method over an estimated useful life. All other expenditures, including those incurred in order to maintain an intangible asset’s current level of performance, are expensed as incurred. 
When intangible assets are retired or disposed of, the cost and accumulated amortization thereon are removed and any resulting gain or losses are included in the consolidated statements of 
operations. 


Gaming Licenses 

The Company incurs fees in connection with applying for and maintaining good standing in jurisdictions via business licenses. Fees incurred in connection with the application and subsequent 
renewals are capitalized and amortized using the straight-line method over an estimated useful life. In certain arrangements, the Company enters into agreements to operate on a business partner’s 
license in exchange for upfront fees. These fees are capitalized and amortized over the shorter of their expected benefit under the partnership agreement or estimated useful life. 


Customer Relationships 


Customer (or “user”) relationships are finite-lived intangible assets, which are amortized over their estimated economic lives. Customer relationships are generally recognized as the result of 
business combinations. 


Trademarks and Tradenames 


The Company incurs fees in connection with applying for and maintaining trademarks and tradenames as well as trademarks and tradenames resulting from acquisitions. Fees incurred in 
connection with the application and subsequent renewals are capitalized and amortized using the straight-line method over an estimated useful life. 


Digital Assets 
The Company has purchased certain digital assets, including crypto currencies, with cash that is not required to currently support its operations. The Company accounts for digital assets in 


accordance with ASC 350, Intangibles—Goodwill and Other (Topic 350). Accordingly, if the fair market value at any point during the reporting period is lower than the carrying value an impairment 
loss equal to the difference will be recognized in the consolidated statement of operations. We have not recorded any significant impairments. 
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Impairment of Long-Lived Assets 


Long-lived assets, except for goodwill, consist of property and equipment and finite-lived acquired intangible assets, such as internal-use software, developed software, gaming licenses, 
trademarks, tradenames and customer relationships. Long-lived assets, except for goodwill and indefinite-lived assets, are tested for recoverability whenever events or changes in business 
circumstances indicate that the carrying amount of the asset may not be fully recoverable. Impairment expense is recognized to the extent an asset’s expected undiscounted future cash flows are less 
than the asset’s carrying amount. The Company determined that these was no significant impairment of long-lived assets during 2022, 2021, or 2020. 


Goodwill 


The Company’s business is classified into three reporting units: B2C, Media and B2B. In testing goodwill for impairment, the Company has the option to begin with a qualitative assessment, 
commonly referred to as “Step 0,” to determine whether it is more likely than not that the fair value of a reporting unit containing goodwill is less than its carrying value. This qualitative assessment 
may include, but is not limited to, reviewing factors such as macroeconomic conditions, industry and market considerations, cost factors, entity-specific financial performance and other events, such 
as changes in the Company’s management, strategy and primary user base. If the Company determines that it is more likely than not that the fair value of a reporting unit is less than its carrying value, 
the Company performs a quantitative goodwill impairment analysis by comparing the carrying amount to the fair value of the reporting unit. If the carrying amount exceeds the fair value, goodwill 
will be written down to the fair value and recorded as impairment expense in the consolidated statements of operations. The Company performs its impairment testing annually and when 
circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying value. The Company performed its annual impairment assessment of goodwill as of 
October 1, 2022 and concluded that goodwill was not impaired. 


Equity Method Investments 


The Company has a 49.9% membership interest in DKFS, LLC, also known as DRIVE by DraftKings as of December 31, 2022. In addition, the Company has committed to invest up to 
$17.5 million into DBDK Venture Fund I, LP, a Delaware limited partnership and a subsidiary of DKFS LLC. As of December 31, 2022, the Company had invested a total of $6.7 million of the total 
commitment, which represents ownership of approximately 28.6% in the fund. 


The Company uses the equity method to account for investments in which the Company has the ability to exercise significant influence over the operating and financial policies of the investee, 
but does not exercise control and is not the primary beneficiary. The Company’s judgment regarding its level of influence over the equity method investee includes considering key factors, such as 
ownership interest, representation on the board of directors, and participation in policy-making decisions. The Company’s carrying value in the equity method investee is reflected in the caption 
“Equity method investments” on the consolidated balance sheets. Changes in value of DKFS, LLC and DBDK Venture Fund I, LP are recorded in “Loss (income) from equity method investment” on 
the consolidated statements of operations. 


Under the equity method, the Company’s investment is initially measured at cost and subsequently increased or decreased to recognize the Company’s share of income and losses of the investee, 
capital contributions and distributions and impairment losses. The Company performs a qualitative assessment annually and recognizes an impairment if there are sufficient indicators that the fair 
value of the investment is less than carrying value. There was no such impairment recorded during 2022, 2021, or 2020. 


Leases 


The Company leases certain office spaces, equipment and vehicles and recognizes lease expense on a straight-line basis over the initial term of the lease unless external economic factors exist 
such that renewals are reasonably certain. In those instances, the renewal period would be included in the lease term to determine the period in which to recognize the lease expense. 


Effective January 1, 2020, the Company adopted Accounting Standards Update (“ASU”) 2016-2, Leases (Topic 842) (“ASU 2016-2”), using the alternative transition method provided in ASU 
2018-11, Leases (Topic 842) (“ASU 2018-11”): Targeted Improvements. Using the alternative transition method, the Company applied the transition requirements at the effective date of ASU 2016-2. 
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The Company elected the package of practical expedients permitted under the transition guidance within the new lease standard. In addition, the Company has elected to apply the practical 
expedient to combine lease and related non-lease components, for all classes of underlying assets, and account for the combined contract as a lease component, as well as the election was made to 
apply the short-term lease recognition exemption. 


Liabilities to Users 


The Company records liabilities for user account balances and pending wagers. User account balances consist of user deposits, most promotional awards and user winnings less user withdrawals, 
tax withholdings and user losses. Liabilities for user account balances may be covered through a combination of cash reserved for users, receivables reserved for users and surety bonds for the benefit 
of users. 

Loss Contingencies 

The Company’s loss contingencies, which are included within other long-term liabilities in our consolidated balance sheets, are uncertain by nature and their estimation requires significant 
management judgment as to the probability of loss and estimation of the amount of such loss. These contingencies include, but may not be limited to, indirect taxes, regulatory investigations and 
proceedings and management’s evaluation of complex laws and regulations, and the extent to which they may apply to our business and industry. 

The Company regularly reviews its contingencies to determine whether the likelihood of loss is probable and to assess whether a reasonable estimate of the loss can be made. Determination of 
whether a loss estimate can be made is a complex undertaking that considers the judgement of management, third-party research, the prospect of negotiation and interpretations by regulators and 


courts, among other information. When a loss is determined to be probable, and the amount of the loss can be reasonably estimated, an estimated contingent liability is recorded and the related legal 
costs are expensed as incurred. 


Revenue Recognition 

The Company records revenue in accordance with ASC Topic 606, Revenue from Contracts with Customers (“ASC 606”). ASC 606 requires companies to recognize revenue in a way that 
depicts the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. In 
addition, the standard requires more detailed disclosures to enable readers of the financial statements to understand the nature, amount, timing and uncertainty of revenue and cash flows arising from 
contracts with customers. The cumulative effect of the adoption was immaterial to our consolidated financial statements. See Note 10 (Revenue Recognition) for further information. 

The Company determines revenue recognition through the following steps: 

¢ Identify the contract, or contracts, with the customer; 

¢ Identify the performance obligations in the contract; 

¢ Determine the transaction price; 


¢ Allocate the transaction price to performance obligations in the contract; and 


¢ Recognize revenue when, or as, the Company satisfies performance obligations by transferring the promised good or services. 

The Company is currently engaged in the business of digital sports entertainment and gaming and provides its users with online gaming opportunities. The Company also provides online 
sportsbook and casino operators with technical infrastructure as well as related services with respect to its direct customers and distributors. The following is a description of the Company’s revenue 
streams: 

Online gaming 
Sportsbook or sports betting involves a user wagering money on an outcome or series of outcomes occurring. When a user’s wager wins, the Company pays the user a pre-determined amount 


known as fixed odds. Sportsbook revenue is generated by setting odds such that there is a built-in theoretical margin in each sports wagering opportunity offered to users. Sportsbook revenue is 
generated from users’ wagers net of payouts made on users’ winning wagers and incentives awarded to users. 
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iGaming, or online casino, typically includes digital versions of wagering games available in land-based casinos, such as blackjack, roulette and slot machines. For these product offerings, the 
Company functions similarly to land-based casinos, generating revenue through hold, as users play against the house. iGaming revenue is generated from user wagers net of payouts made on users’ 
winning wagers and incentives awarded to users. 


DFS is a peer-to-peer product offering in which contestants compete against one another for prizes. Contestants pay an entry fee to join a DFS contest and compete for prizes, which are 
distributed to the highest performing contestants in each contest as defined by each contest’s prize table. DFS revenue is generated from contest entry fees from contestants, net of prizes and customer 
incentives awarded to contestants. 


Sportsbook, iGaming, and DFS, each as described above, create a single performance obligation for the Company to operate contests or games and award prizes or payouts to users based on 
results. Revenue is recognized at the conclusion of each wager, wagering game hand or contest. Incentives can be used across online gaming product offerings. Additionally, certain incentives given 
to customers create material rights and represent separate performance obligations. User incentives in certain cases create liabilities when awarded to players and in those cases are generally 
recognized as revenue upon redemption. 


Gaming software 


The Company contracts with business customers to provide sports and casino betting software solutions. Gaming software revenue is recognized when control of the solutions is transferred to the 
customer in an amount that reflects the consideration to which the Company expects to be entitled to in exchange for providing control of the sports betting and casino software. 


The Company’s direct customer contract revenue is generally calculated as a percentage of the wagering revenue generated by the business customer using our software and is recognized in the 
periods in which those wagering and related activities conclude. In contrast, the Company had also previously provided distributors with the right to resell the Company’s software-as-a-service 
product offering to their clients, using their own infrastructure. In reseller arrangements, revenue was generally calculated via a fixed monthly fee and an additional monthly fee which varied based on 
the number of gaming operators to whom each reseller sub-licensed the Company’s software. Our direct customer arrangements do not provide the customers with the right to take possession of our 
software, but only the right to purchase access to the Company’s sports and casino wagering software for a defined contractual period. In reseller arrangements, as opposed to direct customer 
arrangements, the resellers purchased a software license which enabled them to install, host, and serve their operators’ base using the Company’s software. As of December 31, 2022 and 2021, we no 
longer had agreements with any resellers. 


Non-fungible token (“NFT”) content 


The Company launched DraftKings Marketplace during the third quarter of 2021. Marketplace is a digital collectibles (non-fungible token or “NFT”) ecosystem designed for mainstream 
accessibility that offers curated initial NFT drops (‘Primary Sales”). In addition to Primary Sales, owners of NFTs on Marketplace can list their NFTs for sale to other Marketplace customers 
(“Secondary Sales”). The revenue that the Company earns from Marketplace is primarily based on a specific percentage of the gross value of each Primary Sale or Secondary Sale. The revenue is 
recognized for each sale when the NFT transfers to the end user. 


Transaction Price Considerations 


Variability in the transaction price arises primarily due to market-based pricing, cash discounts, revenue sharing and usage-based fees. DraftKings offers loyalty programs, free plays, deposit 
bonuses, discounts, rebates and other rewards and incentives to its customers. Revenue for Sportsbook, iGaming and DFS is collected prior to the contest or event and is fixed once the outcome is 
known. Prizes paid and payouts made to users are recognized when awarded to the player. 


Contracts with customers may include multiple performance obligations. For such arrangements, the transaction price is allocated to performance obligations on a relative standalone selling price 
basis. Standalone selling prices are estimated based on observable data of the Company’s sales of such products and services to similar customers and in similar circumstances on a standalone basis. 
For Online Gaming, which includes Sportsbook, iGaming and DFS the Company allocates a portion of the transaction price to certain customer incentives that create material future customer rights. 
In addition, in the event of a multi-stage contest, the Company will allocate transaction price ratably from contest start to the contest’s final stage. 
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Certain costs to obtain or fulfill contracts 


Under ASC 606, certain costs to obtain or fulfill a contract with a customer must be capitalized, to the extent recoverable from the associated contract margin, and subsequently amortized as the 
products or services are delivered to the customer. These costs are capitalized as contract acquisition costs and are amortized over the period of benefit to the customer. For the Company, the period of 
benefit is typically less than or equal to 1 year. As such, the Company applied the practical expedient and contract acquisition costs are expensed immediately. Customer contract costs which do not 
qualify for capitalization as contract fulfillment costs are expensed as incurred. 


Contract balances 


Contract assets and liabilities represent the differences in the timing of revenue recognition from the receipt of cash from the Company’s customers and billings to those customers. Contract 
assets reflect revenue recognized and performance obligations satisfied in advance of customer billing. 


Deferred revenue primarily represents contract liabilities related to the Company’s obligation to transfer future value in relation to in-period transactions in which the Company has received 
consideration. Such obligations are recognized as liabilities when awarded to users and are recognized as revenue when those liabilities are later resolved. The Company maintains various programs 
to incentivize user behaviors, which allows users to earn awards. Incentive awards generally represent a material right to the user, and awards may be redeemed for future services. Incentive awards 
earned by users, but not yet redeemed, are generally recognized as a reduction to revenue and included within liabilities to users on our consolidated balance sheets. When a user redeems most types 
of awards, the Company recognizes revenue on its consolidated statements of operations. Certain player awards are not subject to expiration or have not been expired historically, on such awards the 
Company recognizes breakage (for amounts not expected to be redeemed) to the extent there is no requirement for remitting such balances to regulatory agencies. In addition to these incentive 
programs, the Company’s deferred revenue balance also consists of wagered amounts that relate to unsettled or pending outcomes. 


Cost of Revenue 


Cost of revenue consists primarily of variable costs. These include mainly (i) product taxes, (ii) payment processing fees and chargebacks, (iii) platform costs directly associated with revenue- 
generating activities, including those costs that were originally capitalized for internally developed software, (iv) revenue share / market access arrangements, and (v) feed / provider services. The 
Company incurs payment processing fees on user deposits, withdrawals and deposit reversals from payment processors. Cost of revenue also includes expenses related to the distribution of our 
services, amortization of intangible assets and compensation of revenue associated personnel. 


Sales and Marketing 

Sales and marketing expenses consist primarily of expenses associated with advertising, conferences, costs related to free to play contests, rent and facilities maintenance, and the compensation 
of sales and marketing personnel, including stock-based compensation expenses. Advertising costs are expensed as incurred and are included in sales and marketing expense in our consolidated 
statements of operations. Advertising costs include those costs associated with communicating with potential customers and generally use some form of media, such as internet, radio, print, 
television, or billboards. Advertising costs also include costs associated with strategic league and team partnerships. During the years ended December 31, 2022, 2021 and 2020, advertising costs 
calculated in accordance with U.S. GAAP were $964.9 million, $831.1 million and $430.4 million, respectively. 
Product and Technology 

Product and technology expenses consist primarily of research and development costs that are not capitalized and other costs not associated directly with revenue generating activities. Research 
and development costs primarily represent employee expenses (including stock-based compensation) for engineering product, design, analytical research and project management incurred for non- 
revenue generating activities. Other costs include related overhead for rent, facilities maintenance, third party software licenses and consulting services. 


General and Administrative 


General and administrative expenses consist of costs not related to sales and marketing, product and technology or revenue. General and administrative costs include professional services 
(including legal, regulatory, audit, accounting, lobbying and 
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services related to acquisitions), rent and facilities maintenance, contingencies, insurance, allowance for credit losses, depreciation of leasehold improvements and furniture and fixtures and costs 
related to the compensation of executive and non-executive personnel, including stock-based compensation. 


Benefit Plans 


The Company maintains a defined contribution plan, which covers a majority of employees. The plan allows for employee salary deferrals, which are matched at our discretion. The Company 
contributions to these plans were $9.3 million and $6.7 million in 2022 and 2021, respectively. These costs were not significant to the Company’s consolidated financial statements in 2020. 


Stock-based Compensation 


The Company measures compensation expense for stock options and other stock awards in accordance with ASC 718, Compensation—Stock Compensation. Stock-based compensation is 
measured at fair value on grant date and recognized as compensation expense over the requisite service period. Generally, the Company issues stock options and other stock awards to employees with 
service-based and/or performance-based vesting conditions. For awards with only service-based vesting conditions, the Company records compensation cost for these awards using the straight-line 
method less an assumed forfeiture rate. For awards with performance-based vesting conditions, the Company recognizes compensation cost on a tranche-by-tranche basis (the accelerated attribution 
method). 


Under the provisions of ASC 505-50, Equity-Based Payments to Non-Employees, the Company measures stock-based awards granted to non-employees at the earlier of: (i) the performance 
commitment date, or (ii) the date the services required under the arrangement have been completed. Compensation expense is recognized over the period during which services are rendered by non- 
employees until service is completed. 


Income Taxes 


The Company accounts for income taxes using the asset and liability method, which requires the recognition of deferred tax assets and liabilities for the expected future tax consequences of 
events that have been recognized in the consolidated financial statements or in the Company’s tax returns. Deferred tax assets and liabilities are determined on the basis of the differences between 
U.S. GAAP treatment and tax treatment of assets and liabilities using enacted tax rates in effect for the year in which the differences are expected to reverse. Deferred tax liabilities are included in 
other long-term liabilities in the consolidated balance sheets. Changes in deferred tax assets and liabilities are included in the income tax (benefit) provision in the consolidated statement of 
operations. The Company assesses the likelihood that its deferred tax assets will be recovered from future taxable income and, to the extent it believes, based upon the weight of available evidence, 
that it is more likely than not that all or a portion of the deferred tax assets will not be realized, a valuation allowance is established through a charge to income tax expense. Potential for recovery of 
deferred tax assets is evaluated by considering taxable income in carryback years, existing taxable temporary differences, prudent and feasible tax planning strategies and estimated future taxable 
profits. 


The Company accounts for uncertainty in income taxes recognized in its consolidated financial statements by applying a two-step process to determine the amount of tax benefit to be recognized. 
First, the tax position must be evaluated to determine the likelihood that it will be sustained upon external examination by the taxing authorities. If the tax position is deemed more-likely-than-not to 
be sustained, the tax position is then assessed to determine the amount of benefit to recognize in our consolidated financial statements. Liabilities for uncertain tax positions are included in long-term 
income tax liabilities in the consolidated balance sheets. The amount of the benefit that may be recognized is the largest amount that has a greater than 50% likelihood of being realized upon ultimate 
settlement. The income tax (benefit) provision includes the effects of any resulting tax reserves, or unrecognized tax benefits, that are considered appropriate, as well as the related net interest and 
penalties. 
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Loss per share 


Basic loss per share is calculated using the two-class method. Under the two-class method, basic loss is computed by dividing net loss available to common stockholders by the weighted-average 
number of common shares outstanding during the period excluding the effects of any potentially dilutive instruments. The weighted-average number of common shares outstanding during the period 
includes Class A common stock but is exclusive of Class B common stock as these shares have no economic or participating rights. Diluted loss per share is computed similar to basic loss per share, 
except that the denominator is increased to include the number of additional common shares that would have been outstanding if potential common shares had been issued if such additional common 
shares were dilutive. Since the Company had net losses for all the periods presented, basic and diluted loss per share are the same, and additional potential common shares have been excluded, as their 
effect would be anti-dilutive. 


Recently Issued Accounting Pronouncements Not Yet Adopted 


In October 2021, the FASB issued ASU 2021-08, Business Combinations (Topic 805): Accounting for Contract Assets and Contract Liabilities from Contracts with Customers, which requires an 
acquirer in a business combination to recognize and measure contract assets and contract liabilities in accordance with ASC Topic 606. ASU 2021-08 is effective for fiscal years beginning after 
December 15, 2022 and early adoption is permitted. While the Company is continuing to assess the timing of adoption and the potential impacts of ASU 2021-08, it does not expect ASU 2021-08 to 
have a material effect, if any, on its consolidated financial statements. 


In June 2022, the FASB issued ASU 2022-03, Fair Value Measurement (Topic 820): Fair Value Measurement of Equity Securities Subject to Contractual Sale Restrictions (“ASU 2022-03”), 
which clarifies the guidance in Accounting Standards Codification Topic 820, Fair Value Measurement (“Topic 820”), when measuring the fair value of an equity security subject to contractual 
restrictions that prohibit the sale of an equity security and introduces new disclosure requirements for equity securities subject to contractual sale restrictions that are measured at fair value in 
accordance with Topic 820. ASU 2022-03 is effective for fiscal years beginning after December 15, 2023, including interim periods within those fiscal years, and early adoption is permitted. While 
the Company is continuing to assess the timing of adoption and the potential impacts of ASU 2022-03, it does not expect ASU 2022-03 to have a material effect on the Company’s consolidated 
financial condition, results of operations or cash flows. 


3. Business Combinations 

Acquisition of Golden Nugget Online Gaming, Inc. 

On May 5, 2022, DraftKings consummated the GNOG Transaction, and, under the terms of the GNOG Merger Agreement and subject to certain exclusions contained therein, GNOG 
stockholders received a fixed ratio of 0.365 shares of DraftKings Inc.’s Class A common stock for each share of GNOG that they held on the GNOG Closing Date. DraftKings Inc. issued 
approximately 29.3 million shares of its Class A common stock in connection with the consummation of the GNOG Transaction. 

Operating results for GNOG on and after the GNOG Closing Date are included in the Company’s consolidated statements of operations for the year ended December 31, 2022. Because the 
Company is integrating GNOG’s operations into its consolidated operating activities, the amount of revenue and earnings attributable to the GNOG business from the GNOG Closing Date through 
December 31, 2022, which is included within revenue and net loss attributable to common stockholders in the Company’s consolidated statements of operations, is impracticable to determine. 


Preliminary Purchase Price Accounting for the GNOG Transaction 


On the GNOG Closing Date, the Company acquired 100% of the equity interests of GNOG pursuant to the GNOG Merger Agreement. The following is a summary of the consideration issued on 
the GNOG Closing Date: 


Share consideration “ $ 460,128 
Other consideration 143,337 


Total consideration $ 603,465 


(1) Includes the issuance of approximately 29.3 million shares of DraftKings Inc.’s Class A common stock issued at a price of $15.73. 

(2) Includes (i) $170.9 million of payments made by the Company on behalf of GNOG, including repayment of the outstanding portion of GNOG’s term loan (including the associated prepayment 
premium) and payment of certain of GNOG’s transaction expenses incurred in connection with the GNOG Transaction and (ii) warrants that were exercisable for shares of GNOG Class A 
common stock prior to the GNOG Closing Date, which were assumed by DraftKings in connection with the GNOG Transaction and became eligible to be converted into approximately 
2.1 million shares of DraftKings Inc.’s Class A common stock in the aggregate. These payments were partially offset by commercial credits received by the Company from Fertitta Entertainment, 
Inc. (“FEI”), which can be applied by the Company from time to time to offset future amounts otherwise owed by it to FEI or its affiliates under commercial arrangements among such parties, 
subject to certain limited exceptions. 


The purchase price allocation for the GNOG Transaction set forth herein is preliminary and subject to change within the measurement period, which will not extend beyond one year from the 
GNOG Closing Date. Since we first reported the preliminary purchase price allocation for the GNOG Transaction as of June 30, 2022, the Company made measurement period adjustments, which 
were primarily composed of an $8.0 million increase to intangible assets and a decrease to goodwill of $7.6 million. These adjustments did not have a significant impact on our consolidated 
statements of operations in the periods previously presented. Any further measurement period adjustments will be recognized in the reporting period in which the adjustment amounts are determined 
and may include adjustments pertaining to tax liabilities assumed, including the calculation of deferred tax assets and liabilities. Any such adjustments may be material. 


The following table summarizes the consideration issued or paid in connection with the GNOG Transaction and the preliminary fair value of the assets acquired and liabilities assumed in 
connection with the consummation of the GNOG Transaction on the GNOG Closing Date: 


Cash and cash equivalents $ 66,709 
Cash reserved for users 7,633 
Receivables reserved for users 2,814 
Accounts receivables 7,783 
Prepaid expenses and other current assets 64 
Property and equipment, net 1,433 
Intangible assets, net 315,000 
Operating lease right-of-use assets 1,185 
Deposits and other non-current assets 47,395 
Total identifiable assets acquired 450,016 
Liabilities assumed: 

Accounts payable and accrued expenses 32,989 
Liabilities to users 4,314 
Operating lease liabilities 1,185 
Other long-term liabilities 78,781 
Total liabilities assumed 117,269 
Net assets acquired (a) 332,747 
Purchase consideration (b) 603,465 
Goodwill (b) — (a) $ 270,718 


Goodwill represents the excess of the gross consideration transferred over the difference between the fair value of the underlying net assets acquired and the underlying liabilities assumed. 
Qualitative factors that contribute to the recognition of goodwill include certain intangible assets that are not recognized as separate identifiable intangible assets apart from goodwill. Intangible assets 
not recognized apart from goodwill consist primarily of benefits from securing buyer-specific synergies that increase revenue and profits and are not otherwise available to a market participant, as 
well as acquiring a talented workforce and cost savings opportunities. Goodwill associated with the GNOG Transaction is assigned as of the GNOG Closing Date to the Company’s B2C reporting 
unit. Goodwill recognized is partially deductible for tax purposes, and the amount will be finalized within the measurement period. 


Intangible Assets 
Weighted- 
Average 
Fair Value Useful Life 
Gaming licenses $ 145,000 12.2 years 
Customer relationships 170,000 5.9 years 
Total $ 315,000 


Loan Receivable 
The Company acquired a long-term receivable in the amount of $30.1 million in connection with the GNOG Transaction, which originally resulted from a $30.0 million mezzanine loan (the 
“Danville GN Casino Loan”) by GNOG to certain parties before the GNOG Closing Date to develop and construct a “Golden Nugget”-branded casino in Danville, Illinois, pending regulatory 


approvals, that would enable GNOG to obtain market access to the State of Illinois. There has been no significant deterioration of credit quality since the origination date of the Danville GN Casino 
Loan. The receivable related to the Danville GN Casino Loan is classified within deposits and other non-current assets on the Company’s consolidated balance sheet. 


Transaction Costs 


For the year ended December 31, 2022 and 2021, the Company incurred $14.9 million and $9.2 million, respectively, in advisory, legal, accounting and management fees in connection with the 
GNOG Transaction, which are included in general and administrative expenses on the Company’s consolidated statements of operations. 


Unaudited Pro-Forma Information 


The financial information in the table below summarizes the combined results of operations of Old DraftKings and GNOG, on an actual and a pro forma basis, as applicable, as though the 
companies had been combined as of the beginning of the periods presented. The pro forma financial information is presented for informational purposes only and is not indicative of the results of 
operations that would have been achieved if the GNOG Transaction had been consummated as of the beginning of the periods presented or of results that may occur in the future. 


Year Ended December 31, 


2022 Pro Forma 2021 Pro Forma 
Revenue $ 2,284,596 $ 1,417,011 
Net loss $ (1,375,161) $ (1,660,125) 


The foregoing pro forma results are based on estimates and assumptions, which the Company believes are reasonable. The pro forma results include adjustments primarily related to purchase 
accounting adjustments. Acquisition costs and other non-recurring charges incurred are included in the earliest period presented. 
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Vegas Sports Information Network, Inc. Acquisition 


On March 26, 2021, the Company acquired 100% of the equity of Vegas Sports Information Network, Inc. (““WSiN” and such acquisition, the “VSiN Acquisition”) for $40.6 million of cash and 
approximately $29.4 million of the Company’s Class A common stock. 


The acquired assets and assumed liabilities of VSiN were recorded at their estimated fair values, including $21.8 million of intangible assets. Goodwill of $47.2 million represents the excess of 
the gross considerations transferred over the fair value of the underlying net assets acquired and liabilities assumed. Goodwill associated with the VSiN Acquisition is assigned as of the acquisition 
date to the Company’s Media reporting unit. The purchase price allocation for the VSiN Acquisition was finalized as of December 31, 2021. Goodwill recognized is not deductible for tax purposes. 
As VSiN’s financial results are not material to the Company’s consolidated financial statements, the Company has elected to not include pro forma results. 


Blue Ribbon Software Ltd. Acquisition 


On April 1, 2021, the Company acquired 100% of the equity of Blue Ribbon Software Ltd. (“Blue Ribbon”) for $17.8 million of cash and approximately $3.8 million of the Company’s Class A 
common stock (the “Blue Ribbon Acquisition”). The acquired assets and assumed liabilities of Blue Ribbon were recorded at their estimated fair values. The purchase price allocation for the Blue 
Ribbon Acquisition was finalized as of December 31, 2021. 


SBTech Acquisition 


On April 23, 2020 DEAC consummated the transactions contemplated by the Business Combination Agreement, dated December 22, 2019 as amended on April 7, 2020 (the “Business 
Combination Agreement”) and, in connection therewith, (i) DEAC merged with and into Old DraftKings, whereby Old DraftKings survived the merger (the “DK Merger”) and became the successor 
issuer to DEAC by operation of Rule 12g-3(a) promulgated under the Exchange Act, (ii) Old DraftKings changed its name to “‘DraftKings Inc.,” (iii) Old DraftKings acquired DK DE by way of a 
merger and (iv) Old DraftKings acquired all of the issued and outstanding share capital of SBTech. Upon consummation of the foregoing transactions, DK DE and SBTech became wholly owned 
subsidiaries of Old DraftKings. Under ASC 805, DK DE was deemed the accounting acquirer based on the following predominant factors: its former owners had the largest portion of voting rights in 
Old DraftKings, the board of directors and management of Old DraftKings had more individuals coming from DK DE than either DEAC or SBTech, DK DE was the largest entity by revenue and by 
assets at the time of the DEAC Business Combination, and the headquarters of Old DraftKings was DK DE’s headquarters, which is located in Boston, Massachusetts. 


The DK Merger was accounted for as a reverse recapitalization, in accordance with U.S. GAAP. Under this method of accounting, DEAC was treated as the “acquired” company for financial 
reporting purposes. Accordingly, for accounting purposes, the Reverse Recapitalization was treated as the equivalent of DK DE issuing stock for the net assets of DEAC, accompanied by a 
recapitalization. The net assets of DEAC are stated at historical cost with no goodwill or other intangible assets recorded. The consolidated assets, liabilities and results of operations prior to the 
Reverse Recapitalization are those of DK DE. Reported shares and earnings per share available to holders of the Company’s common stock, prior to the DEAC Business Combination, were 
retroactively restated as shares reflecting the exchange ratio established in the DEAC Business Combination. Further, DK DE was determined to be the accounting acquirer in the SBTech Acquisition. 
As such, the SBTech Acquisition was treated as a business combination under ASC 805, and was accounted for using the acquisition method of accounting. We recorded the fair value of assets 
acquired and liabilities assumed from SBTech. The Business Combination Agreement contains provisions that indemnifies Old DraftKings for various losses. 


Operating results for SBTech are included in our consolidated statements of operations for periods on and after the date of the consummation of the SBTech Acquisition. 


The Company acquired 100% of the equity of SBTech pursuant to the Business Combination Agreement by issuing 45.0 million shares of Class A common stock, options denominated in shares 
of Class A common stock, and earnout shares of Class A common stock of the Company at a weighted average fair value of $17.53 to the former stockholders and option holders of SBTech. The 
following summarizes the consideration transferred at the closing for the SBTech Acquisition: 


Cash consideration $ 184,688 


Share consideration 789,064 
Other cash consideration ©) 3,615 
Total SBTech consideration $ 977,367 


(1) Includes the cash consideration, adjusted for the Net Debt Amount, the Working Capital Adjustment, and the Aggregate Strike Price Amount, in each case as defined in the Business Combination 
Agreement, resulting in cash consideration of $184.7 million. 


(2) Includes $776.5 million for the share consideration for SBTech equity of 40.7 million shares and SBTech employees’ vested options of 3.6 million options, and $12.6 million of contingent 
consideration, which has been paid out for the 720 thousand earnout shares issued to former stockholders of SBTech as part of the DEAC Business Combination, recognized at their acquisition 
date fair value. 


(3) Includes transaction costs incurred by SBTech stockholders to be borne by DraftKings, costs related to the SBTech restructuring transaction that were paid by DraftKings, and the tail liability 


insurance for SBTech’s directors and officers, as specified in the Business Combination Agreement. 


The acquired assets of $554.6 million and assumed liabilities of $115.4 million were recorded at their estimated fair values, resulting in goodwill of $538.2 million. The purchase price allocation 
for the SBTech Acquisition was finalized as of December 31, 2020. 


Transaction Costs 


The Company incurred $30.9 million, for the year ended December 31, 2020, in advisory, legal, accounting and management fees in conjunction with the DEAC Business Combination and 
SBTech Acquisition, which are included in general and administrative expenses on the consolidated statement of operations. 


Direct and incremental transaction costs related to the DEAC Business Combination and additional equity offerings that would not otherwise have been incurred are treated as a reduction of the 
cash proceeds and are deducted from the Company’s additional paid-in capital. Accordingly, $63.7 million was incurred related to equity issuance costs for the year ended December 31, 2020. 


Unaudited Pro-Forma Information 


The financial information in the table below summarizes the combined results of operations of DK DE and SBTech, on a pro forma basis, as though the SBTech Acquisition had taken place on 
January 1, 2019. The pro forma financial information is presented for informational purposes only and is not indicative of the results of operations that would have been achieved if the SBTech 
Acquisition had taken place on January 1, 2019 or of results that may occur in the future. 


The following pro forma financial information for the year ended December 31, 2020 combines the historical results for DK DE for the year ended December 31, 2020 and the historical results 
of SBTech, as converted to U.S. GAAP, for such period: 


Year Ended December 


1, 
2020 Pro Forma 
Revenue $ 643,502 
Net loss $ (1,232,651) 


These pro forma results were based on estimates and assumptions, which the Company believes are reasonable. The pro forma results include adjustments primarily related to purchase 
accounting adjustments. Acquisition costs and other non-recurring charges incurred are included in the year that the SBTech Acquisition is assumed to have taken place. 


4. Property and Equipment 


Property and equipment, net consists of the following: 


Computer equipment and software 
Furniture and fixtures 

Leasehold improvements 
Property and Equipment 
Accumulated depreciation 
Property and Equipment, net 


December 31, 2022 


December 31, 2021 


64,133 $ 48,200 
8,526 8,057 
43,046 30,166 
115,705 86,423 
(55,603) (40,404) 
60,102 $ 46,019 


During the years ended December 31, 2022, 2021, and 2020 the Company recorded depreciation expense on property and equipment of $18.7 million, $13.8 million, and $9.3 million, 


respectively. 


5. Intangible Assets and Goodwill 


Intangible Assets 


As of December 31, 2022, intangible assets, net consists of the following: 


Amortized intangible assets: 
Developed technology 
Internally developed software 
Gaming licenses 
Customer relationships 
Trademarks, tradenames and other 


Indefinite-lived intangible assets: 
Digital assets, net of impairment 
Intangible assets, net 


Weighted- 
Average 
Remaining Gross 
Amortization Carrying Accumulated 
Period Amount Amortization Net 
5.4 years $ 422,900 (140,200) $ 282,700 
2.4 years 168,277 (70,575) 97,702 
11.0 years 206,655 (29,487) 177,168 
4.6 years 269,728 (75,791) 193,937 
3.8 years 36,193 (13,463) 22,730 
1,103,753 (329,516) 774,237 
Indefinite-lived 2,697 —_— 2,697 
$ 1,106,450 (329,516) $ 776,934 
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As of December 31, 2021, intangible assets, net consists of the following: 


Developed technology 
Internally developed software 
Gaming licenses 

Trademarks and tradenames 
Customer relationships 


Indefinite-lived intangible assets: 
Digital assets, net of impairment 


Intangible Assets, net 


Weighted- 
Average 
Remaining 
Amortization 
Period 
6.4 years 
2.6 years 
7.3 years 
4.5 years 
3.3 years 


Indefinite-lived 


Gross 
Carrying Accumulated 
Amount Amortization Net 
422,900 $ (87,089) $ 335,811 
117,953 (52,607) 65,346 
54,442 (13,466) 40,976 
30,639 (5,952) 24,687 
99,728 (33,526) 66,202 
725,662 (192,640) 533,022 
R995) _ 1,995 
727,657 $ (192,640) $ 535,017 


During the years ended December 31, 2022, 2021, and 2020 the Company recorded amortization expense on intangible assets of $150.6 million, $107.3 million, and $68.1 million, respectively 


The table below shows expected amortization expense for the next five years of intangible assets recorded as of December 31, 2022: 


Year ending December 31, 
2023 
2024 
2025 
2026 
2027 


Goodwill 


The changes in the carrying amount of goodwill for the year ended December 31, 2022 by reporting unit are: 


Balance as of December 31, 2021 


Goodwill resulting from acquisitions 


Balance as of December 31, 2022 


No impairment of goodwill was recorded in the years ended December 31, 2022, 2021 and 2020. 


B2C 


Estimated Amortization 


$ 


B2B Media 


132,472 
121,092 
87,873 
58,743 
57,495 


Total 


360,756 $ 
270,718 
631,474 $ 


207,684 $ 47,215 $ 


207,684 $ 47,215 $ 


615,655 
270,718 
886,373 


6. Accounts Payable and Accrued Expenses 


Accounts payable and accrued expenses consist of the following: 


December 31, 2022 December 31, 2021 
Accounts payable $ 10,148 $ 52,537 
Accrued compensation and related expenses 78,819 63,803 
Accrued marketing 146,569 STs) 
Accrued professional fees 23,151 18,400 
Accrued operating taxes 70,891 50,813 
Accrued partnership fees 99,633 72,736 
Deferred revenue 17,373 1,577 
Accrued other expenses 71,003 72,596 
Total $ 517,587 $ 387,737 


7. Current and Long-term Liabilities 
Revolving Line of Credit 


On December 20, 2022, the Company entered into a loan and security agreement with Pacific Western Bank and Citizens Bank, as lenders (as amended, the “Credit Agreement’), which provides 
the Company with a revolving line of credit of up to $125.0 million (the “Revolving Line of Credit”). The Credit Agreement has a maturity date of December 20, 2024 and replaced the Company’s 
amended and restated loan and security agreement entered into with Pacific Western Bank in October 2016 (the “Prior Credit Agreement”), which provided a revolving line of credit of up to 
$60.0 million and was terminated in connection with the Company’s entry into the Credit Agreement. 


Borrowings under the Credit Agreement bear interest at a variable annual rate equal to the greater of (i) 1.00% above the prime rate then in effect and (ii) 5.00%, and the Credit Agreement 
requires monthly, interest-only payments on any outstanding borrowings. In addition, the Company is required to pay quarterly in arrears a commitment fee equal to 0.25% per annum of the unused 
portion of the Revolving Line of Credit. As of December 31, 2022, the Credit Agreement provided a revolving line of credit of up to $125.0 million, and there was no principal outstanding under the 
Credit Agreement. Net borrowing capacity available from the Credit Agreement as of December 31, 2022 totaled $122.7 million. The Company is also subject to certain affirmative and negative 
covenants under the Credit Agreement, which we are in compliance with as of December 31, 2022. 


Surety Bonds 


As of December 31, 2022, the Company has been issued $65.0 million in surety bonds at a combined annual premium cost of 0.5% which are held for certain regulators’ use and benefit in order 
for the Company to satisfy state license requirements. There have been no claims against such bonds and the likelihood of future claims is remote. 


Convertible Notes and Capped Call 


In March 2021, Old DraftKings issued zero-coupon convertible senior notes in an aggregate principal amount of $1,265.0 million, which includes proceeds from the full exercise of the over- 
allotment option (collectively, the “Convertible Notes’). The Convertible Notes will mature on March 15, 2028 (the “Notes Maturity Date”), subject to earlier conversion, redemption or repurchase. 
In connection with the issuance of the Convertible Notes, Old DraftKings incurred $17.0 million of lender fees and $1.7 million of debt financing costs, which are being amortized through the Notes 
Maturity Date. The Convertible Notes represent senior unsecured obligations of Old DraftKings, which are being amortized through the Notes Maturity Date. On May 5, 2022, in connection with the 
consummation of the GNOG Transaction, (i) DraftKings Inc. agreed to fully and unconditionally guarantee all of Old DraftKings’ obligations under the Convertible Notes and the indenture 
governing the Convertible Notes and (ii) each Convertible Note which was outstanding as of the consummation of the GNOG Transaction and previously convertible into shares of Old DraftKings 
Class A common stock became convertible into shares of DraftKings Inc. Class A common stock. 


The Convertible Notes are convertible at an initial conversion rate of 10.543 shares of DraftKings Inc.’s Class A common stock per $1,000 principal amount of Convertible Notes, which is 
equivalent to an initial conversion price of approximately $94.85 per share of DraftKings Inc.’s Class A common stock. The conversion rate is subject to adjustment upon the occurrence of certain 
specified events and includes a make-whole adjustment upon early conversion in connection with a make-whole fundamental change (as defined in the indenture governing the Convertible Notes). 


Prior to September 15, 2027, the Convertible Notes will be convertible only upon satisfaction of certain conditions and during certain periods, and thereafter, at any time until the close of 
business on the second scheduled trading day immediately preceding the Notes Maturity Date. Old DraftKings will satisfy any conversion election by paying or delivering, as the case may be, cash, 
shares of DraftKings Inc.’s Class A common stock or a combination of cash and shares of DraftKings Inc.’s Class A common stock. During 2022, the conditions allowing holders of the Convertible 
Notes to convert their Convertible Notes were triggered by the holding company reorganization in connection with the GNOG Transaction, whereby DraftKings Inc. became the going-forward public 
company and replaced Old DraftKings as the issuer of the Class A common stock issuable upon conversion of the Convertible Notes; such conversion window expired on June 27, 2022, and no 
holders of the Convertible Notes exercised their conversion rights. 


In connection with the pricing of the Convertible Notes and the exercise of the over-allotment option to purchase additional notes, Old DraftKings entered into a privately negotiated capped call 
transaction (“Capped Call Transactions”). The Capped Call Transactions have a strike price of $94.85 per share, subject to certain adjustments, which corresponds to the initial conversion price of the 
Convertible Notes. The Capped Call Transactions have an initial cap price of $135.50 per share, subject to certain adjustments. The Capped Call Transactions are expected generally to reduce 
potential dilution to DraftKings Inc.’s Class A common stock upon any conversion of Convertible Notes. As the transaction qualifies for equity classification, the net cost of $124.0 million incurred 
in connection with the Capped Call Transactions was recorded as a reduction to additional paid-in capital on the Company's consolidated balance sheet. 


As of December 31, 2022, the Company’s convertible debt balance was $1,251.1 million, net of unamortized debt issuance costs of $13.9 million. The amortization of debt issuance costs were 
$2.7 million in 2022 and $2.1 million in 2021, and these costs are included in the interest income (expense) line-item on the Company's consolidated statements of operations. Although recorded at 
amortized cost on the Company’s consolidated balance sheets, the estimated fair value of the Convertible Notes was $786.5 million and $953.8 million as of December 31, 2022 and 2021, 
respectively, which was calculated using the estimated or actual bids and offers of the Convertible Notes in an over-the-counter market on the last business day of the period, which is a Level | fair 
value measurement. 


Indirect Taxes 

Taxation of e-commerce is becoming more prevalent and could negatively affect the Company’s business as it primarily pertains to DFS and its contestants. The ultimate impact of indirect taxes 
on the Company’s business is uncertain, as is the period required to resolve this uncertainty. The Company’s estimated contingent liability for indirect taxes represents the Company’s best estimate of 
tax liability in jurisdictions in which the Company believes taxation is probable. The Company frequently reevaluates its tax positions for appropriateness. 

Indirect tax statutes and regulations are complex and subject to differences in application and interpretation. Tax authorities may impose indirect taxes on Internet-delivered activities based on 
statutes and regulations which, in some cases, were established prior to the advent of the Internet and do not apply with certainty to the Company’s business. The Company’s estimated contingent 
liability for indirect taxes may be materially impacted by future audit results, litigation and settlements, should they occur. The Company’s activities by jurisdiction may vary from period to period, 


which could result in differences in the applicability of indirect taxes from period to period. 


As of December 31, 2022, and December 31, 2021, the Company’s estimated contingent liability for indirect taxes was $60.3 million and $47.5 million, respectively. The estimated contingent 
liability for indirect taxes is recorded within other long-term liabilities on our consolidated balance sheets and general and administrative expenses on our consolidated statements of operations. 


Warrant Liabilities 
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As part of the initial public offering of DEAC on May 14, 2019 (the “IPO”), DEAC issued 13.3 million warrants each of which entitles the holder to purchase one share of DraftKings Inc.’s Class 
A common stock at an exercise price of $11.50 per share (the “Public Warrants”). Simultaneously with the closing of the IPO, DEAC completed the private sale of 6.3 million warrants to DEAC’s 
sponsor (the “Private Warrants”) where each whole warrant entitles the holder to purchase one share of DraftKings Inc.’s Class A common stock at an exercise price of $11.50 per share. As of 
December 31, 2022 and 2021, there were no Public Warrants outstanding and 1.6 million Private Warrants outstanding. On May 5, 2022, in connection with the consummation of the GNOG 
Transaction, Old DraftKings entered into an assignment and assumption agreement (the “Old DraftKings Warrant Assignment Agreement”) with DraftKings Inc., Computershare Trust Company, 
N.A. and Computershare Inc. (together, “Computershare”), pursuant to which Old DraftKings assigned to DraftKings Inc. all of its rights, interests and obligations under the warrant agreement, dated 
as of May 10, 2019 (the “Old DraftKings Warrant Agreement”), by and between DEAC and Continental Stock Transfer & Trust Company, as warrant agent, as assumed by Old DraftKings and 
assigned to Computershare by that certain assignment and assumption agreement, dated as of April 23, 2020, governing Old DraftKings’ outstanding Private Warrants, on the terms and conditions set 
forth in the Old DraftKings Warrant Assignment Agreement. In connection with the consummation of the GNOG Transaction and pursuant to the Old DraftKings Warrant Assignment Agreement, 
each of the outstanding Private Warrants became exercisable for one share of DraftKings Inc. Class A common stock on the existing terms and conditions, except as otherwise described in the Old 
DraftKings Warrant Assignment Agreement. 


In addition, on May 5, 2022, in connection with the consummation of the GNOG Transaction, the Company assumed an additional 5.9 million warrants, each of which entitled the holder to 
purchase one share of GNOG’s Class A common stock at an exercise price of $11.50 per share (the “GNOG Private Warrants”). Effective as of the consummation of the GNOG Transaction, each of 
the outstanding GNOG Private Warrants became exercisable, at a price of $31.50, for 0.365 of a share of DraftKings Inc.’s Class A common stock, or approximately 2.1 million shares of DraftKings 
Inc.’s Class A common stock in the aggregate, on the existing terms and conditions of such GNOG Private Warrants, except as otherwise described in the assignment and assumption agreement 
relating to the GNOG Private Warrants entered into on the GNOG Closing Date. 


The Company classified its Public Warrants, Private Warrants and GNOG Private Warrants pursuant to ASC 815 as derivative liabilities with subsequent changes in their respective fair values 
recognized in its consolidated statement of operations at each reporting date. As of December 31, 2022, there were 5.9 million GNOG Private Warrants outstanding. 


As of December 31, 2022, the fair value of the Company’s warrant liability was $10.7 million. Due to fair value changes throughout 2022 and 2021, the Company recorded a gain on 
remeasurement of warrant liabilities of $29.4 million and $30.1 million, respectively. During 2022, a de minimis number of Private Warrants and GNOG Private Warrants were exercised. In 2021, 
0.3 million Private Warrants were exercised resulting in a reclassification to additional paid-in-capital in the amount of $9.2 million, reflecting the reclassification of the warrant liabilities of 
$8.5 million and proceeds upon exercise of $0.7 million. During 2020, 17.7 million Private Warrants were exercised, resulting in a reclassification to additional paid-in-capital in the amount of 
$649.1 million, reflecting the reclassification of the warrant liabilities of $447.1 million and proceeds upon exercise of $202.0 million. 


8. Fair Value Measurements 

Certain assets and liabilities are carried at fair value under U.S. GAAP. Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) 
in the principal or most advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date. Valuation techniques used to measure fair value 
must maximize the use of observable inputs and minimize the use of unobservable inputs. Financial assets and liabilities carried at fair value and nonrecurring fair value measurements are to be 


classified and disclosed in one of the following three levels of the fair value hierarchy, of which the first two are considered observable and the last is considered unobservable: 


* Level 1 — Quoted prices in active markets for identical assets or liabilities. 


* Level 2 — Observable inputs (other than Level 1 quoted prices), such as quoted prices in active markets for similar assets or liabilities, quoted prices in markets that are not active for 
identical or similar assets or liabilities, or other inputs that are observable or can be corroborated by observable market data. 


* Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to determining the fair value of the assets or liabilities, including pricing models, 
discounted cash flow methodologies and similar techniques. 


The following tables set forth the fair value of the Company’s financial assets and liabilities measured at fair value as of December 31, 2022 and December 31, 2021 based on the three-tier fair 


value hierarchy: 


Assets 
Cash equivalents: 
Money market funds 
Other current assets: 
Digital assets held for users 
Other non-current assets: 
Derivative instruments 
Equity securities 
Total 
Liabilities 
Other current liabilities: 
Digital assets held for users 
Warrant liabilities 
Total 


Assets 
Cash equivalents: 
Money market funds 
Other non-current assets: 
Derivative instruments 
Equity securities 
Total 
Liabilities 
Warrant liabilities 
Total 


December 31, 2022 
Level 1 Level 2 Level 3 Total 
304,216 ) =§ = $ = $ 304,216 
— 38,444 — 38,444 
— —_— 26,248 ©) 26,248 
18,250 © 13,533 © — 31,783 
322,466 $ 51,977 $ 26,248 $ 400,691 
—_ $ 38,444 2 § _ $ 38,444 
—_— 10,680 © —_— 10,680 
= $ 49,124 $ a $ 49,124 
December 31, 2021 
Level 1 Level 2 Level 3 Total 

550,169 “ = $ = $ 550,169 

— —_ 3,850 © 3,850 

27,200 ©) — — 27,200 

577,369 = $ 3,850 $ 581,219 

_ 26,911 § = $ 26,911 

—_— 26,911 $ —_ $ 26,911 


(1) Represents the Company’s money market funds, which are classified as Level 1 because the Company measures these assets to fair value using quoted market prices. 
(2) Represents the asset and liability balance for the digital assets held by the Company for its users, which are classified as Level 2 because the Company measures these digital assets to fair value 


using observable inputs for similar transactions. 


(3) Represents the Company’s marketable equity securities, which are classified as Level 1 because the Company measures these assets to fair value using quoted market prices. 
(4) Represents the Company’s non-marketable equity securities, which are classified as Level 2 because the Company measures these assets to fair value using observable inputs for similar 
investments of the same issuer. The Company has elected the remeasurement alternative for these assets. 


(5 


ad 


Represents the Company’s derivative instruments held in other public and privately held entities. The Company measures these derivative instruments to fair value using option pricing models 


and, accordingly, classifies these assets as Level 3. During 2022, the Company did not purchase or issue a significant amount of new derivative instruments. The table below includes a range and 
an average weighted by relative fair value of the significant unobservable inputs used to measure these Level 3 derivative instruments to fair value. A change in these significant unobservable 
inputs might result in a significantly higher or lower fair value measurement at the reporting date. Changes to fair value of these instruments are 
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recorded in Other income, net on the consolidated statements of operations and Gain on marketable equity securities and other financial assets, net in the consolidated statement of cash flows. 


December 31, 2022 December 31, 2021 
Significant Unobservable Input Range (Weighted Average) 
Underlying stock price $7.30 - $19.80 ($16.53) $ 10.88 
Volatility 56.0% - 80.0% (74.1%) 60.0 % 
Risk-free rate 1.3% - 4.3% (4.1%) 0.3 % 


(6) The Company measures its Private Warrants and the GNOG Private Warrants to fair value using a binomial lattice model or a Black-Scholes model, where appropriate, with the significant 
assumptions being observable inputs and, accordingly, classifies these liabilities as Level 2. 


During 2022 and 2021, the Company recorded unrealized gains of $11.0 million and $6.1 million, respectively, in the aggregate for its Level 1, Level 2 and Level 3 financial assets. Those 
unrealized gains and losses are included within other income, net in the Company’s consolidated statements of operations. During 2020, no such gains or losses were recorded. 


9. Stockholders’ Equity (Deficit) 


The consolidated statements of changes in equity reflect the Reverse Recapitalization and SBTech Acquisition as of April 23, 2020. As DK DE was deemed the accounting acquirer in the 
Reverse Recapitalization with DEAC, all periods prior to April 23, 2020 reflect the balances and activity of DK DE. All convertible redeemable preferred stock classified as mezzanine was 
retroactively adjusted, converted into Class A common stock, and reclassified to permanent as a result of the Reverse Recapitalization. Redeemable convertible preferred Series E-1 stock converted 
into shares of DK DE common stock at a share conversion factor of 1.40 whereas Series F converted into shares of DK DE common stock at a share conversion factor of 1 and both were immediately 
exchanged for Class A common stock of the Company using the recapitalization exchange ratio of 0.353628 as a result of the Reverse Recapitalization. 


Immediately prior to the DEAC Business Combination, DK DE issued 393.0 million shares of Class B common stock to Jason Robins (the Chief Executive Officer of DK DE and of the 
Company) which converted into 393.0 million shares of Class B common stock of the Company as a result of the DEAC Business Combination and is recorded as stock-based compensation for the 
year ended December 31, 2020. Such shares carry 10 votes per share and allowed Jason Robins to have, as of the closing of the DEAC Business Combination, approximately 90% of the voting power 
of the capital stock of DraftKings on a fully-diluted basis. As these shares have no economic rights and are non-participating, they are allocated no earnings or losses when calculating earnings per 
share pursuant to the two-class method. 


Upon the consummation of the DEAC Business Combination, the mandatory conversion feature was triggered for the Company’s convertible notes then outstanding. As a result, all outstanding 
principal of $109.2 million and unpaid accrued interest of $3.4 million was collectively converted to equity securities at $10 per share. The noteholders received 11.3 million shares of Class A 
common stock in DraftKings as result of the conversion. 

As part of the DEAC Business Combination, $542.3 million of Class A common stock and Additional Paid in Capital was recorded, net of transaction costs of $10.6 million, in relation to DEAC 
shares being recapitalized. The Company then used $188.3 million as cash consideration in its acquisition of SBTech and $7.2 million for the buyout of unaccredited investors. Net cash proceeds to 
the Company were $484.0 million. 

In June 2020, we issued 16.0 million new shares of our Class A common stock in a public offering for net proceeds (net of underwriting fees) of $620.8 million. 


In October 2020, the Company issued 20.8 million shares of its Class A common stock in a public offering for net proceeds (net of underwriting fees) of $1,059.3 million. 


As of December 31, 2022, the Company had 300.0 million shares authorized of preferred stock, $0.0001 par value, of which none were issued and outstanding as of December 31, 2022 or 
December 31, 2021. 
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10. Revenue Recognition 
Deferred Revenue 


The Company included deferred revenue within accounts payable and accrued expenses and liabilities to users in the consolidated balance sheets. The deferred revenue balances were as follows: 


Year Ended December 31, 
2022 2021 
Deferred revenue, beginning of the period $ 91,554 $ 30,627 
Deferred revenue, end of the period $ 133,851 $ 91,554 
Revenue recognized in the period from amounts included in deferred revenue at the beginning of the period $ 74,837 $ 28,319 


Revenue Disaggregation 


Disaggregation of revenue for years ended December 31, 2022, 2021 and 2020 are as follows: 


Year Ended December 31, 


2022 2021 2020 
Online gaming $ 2,106,708 $ 1,145,539 $ 517,632 
Gaming software 43,000 97,415 75,629 
Other 90,753 53,071 PAA 
Total Revenue $ 2,240,461 $ 1,296,025 $ 614,532 


Online gaming includes online Sportsbook, iGaming, and DFS, which have certain similar attributes and pattern of recognition. Other revenue primarily includes media, Marketplace and retail 
sportsbooks. 


The following table presents the Company’s revenue by geographic region for the periods indicated: 


Year ended December 31, 


2022 2021 2020 
United States $ 2,196,803 $ 1,198,748 $ 544,463 
International 43,658 97,277 70,069 
Total Revenue $ 2,240,461 $ 1,296,025 §$ 614,532 


11. Stock-Based Compensation 


In 2012, the Company’s board of directors adopted the 2012 Stock Option and Restricted Stock Incentive Plan (the “2012 Plan”), which provides for the granting of incentive and nonqualified 
stock options, shares of restricted stock and other equity interests or awards in the Company. The Company only issued time-based vesting awards under the 2012 Plan. 


In 2017, the Company’s board of directors approved the 2017 Equity Incentive Plan (the “2017 Plan’). No new awards have been issued under the 2012 Plan following the approval of the 2017 
Plan. The 2017 Plan provides for the granting of incentive and nonqualified stock options, shares of restricted stock and other equity interests or awards in the Company. The Company issued time- 
based and performance-based vesting awards under the 2017 Plan. 


In 2020, the Company’s board of directors approved the 2020 Incentive Award Plan (the “2020 Plan”, together with the 2012 Plan and the 2017 Plan, the “Plans’’). The 2020 Plan provides for the 
granting of incentive and nonqualified stock options, restricted stock units (“RSUs”) and other equity interests or awards in the Company. As of December 31, 2022, the total number of shares 
available for grant under the 2020 Plan was 1.5 million shares. The Company issued time-based and performance-based vesting awards under the 2020 Plan. As of December 31, 2022, a share reserve 
established that the aggregate number of shares may not exceed 900.0 million shares under the Plans. 
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The Company has historically issued three types of stock-based compensation: time-based awards, long term incentive plan (“LTIP”) awards and performance-based stock compensation plan 
(“PSP”) awards. Time-based awards are equity awards that tie vesting to length of service with the Company. LTIP awards are performance-based equity awards that are used to establish longer-term 
performance objectives and incentivize management to meet those objectives. PSP awards are performance-based equity awards which establish performance objectives related to one or two 
particular fiscal years. All stock-based compensation awards expire seven to ten years after the grant date. 


Time-based awards generally vest over a four-year period in annual and/or quarterly installments and expire no later than ten years from the date of grant. Time-based options are valued using the 
Black-Scholes option-pricing model with the assumptions noted in the table below. The fair value of time-based RSUs is estimated on the grant date using the underlying share price. 


LTIP awards that were granted as RSUs subsequent to 2020 vest based on long-term revenue targets and used the underlying share price on the grant date to estimate their fair value. LTIP awards 
that were granted as RSUs in 2020 vested based on reaching specific share price targets and used a Monte Carlo Simulation with the assumptions noted in the table below to estimate their fair value. 
On and after November 2, 2022, certain DraftKings’ executives agreed to delay vesting of the third tranche of their restricted stock units granted under a long-term incentive plan and to add a service 
condition through an extended vesting date. This modification impacts the issuance of approximately 4 million shares of DraftKings Inc.’s Class A common stock, which are now expected to vest 
approximately one year after the performance condition is met. 


PSP awards granted in 2022 vest based on achievement of net revenue and Adjusted EBITDA targets and have a range of payouts from 0% to 200%. PSP awards granted in 2021 and 2020 vest 
based on achievement of revenue targets and have a range of payouts from 0% to 300%. As these awards are performance-based RSUs, the fair value is estimated on the grant date using the 
underlying share price. 


The fair value of each option is estimated on the grant date using the Black-Scholes option-pricing model and the assumptions noted in the table below. The fair value is recognized over the 
requisite service period of the awards, which is generally the vesting period. For awards with only service-based vesting conditions, the Company recognizes compensation cost using the straight-line 
method. Expected volatility is based on the Company's own volatility beginning in April 2022 as we now have sufficient data as a public company. Prior to April 2022, expected volatility is based on 
average volatility for a representative sample of comparable public companies. Stock options are generally granted with an exercise price equal to the fair value of the common stock at the grant date 
with a 10-year contractual term. 


The expected term represents the period of time that the options are expected to be outstanding. The expected term is estimated using the average of the vesting term and the original contractual 


term of the option. The risk-free interest rate is estimated using the rate of return on U.S. treasury notes with a life that approximates the expected life of the option. The fair value of the stock options 
issued was measured using the following assumptions: 


Year ended December 31, 


2022 2021 2020 
Risk free interest rate 3.1% 1.1% 0.4 % 
Expected term (in years) 5.6 5.8 6.1 
Expected volatility 75.0 % 43.0 % 42.5% 
Expected dividend yield 0.0 % 0.0 % 0.0 % 


For grants with market-based conditions, the fair value of each award was determined using a Monte Carlo Simulation. No awards with market-based conditions were granted in 2022 or 2021. 
The model uses multiple input variables that determined the probability of satisfying the market condition requirements as follows: 


Year ended 
December 31, 2020 
Risk free interest rate 1.7% 
Expected volatility 38.9 % 
Expected dividend yield 0.0 % 
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The following table shows stock option activity for the year ended December 31, 2022, 2021, and 2020: 


Weighted Weighted Weighted 
Average Average Average 
Exercise FMV Remaining Term Aggregate 
Price of of of Options Intrinsic 
Time-based PSP LTIP Total Options RSUs (Years) Value of Options 
Options RSUs Options RSUs Options RSUs 

Outstanding at December 31, 

2020 20,519 3,548 3,023 907 13,854 12,800 54,651 $ KEY ie) 47.01 705 $ 1,607,562 
Granted 1,100 2,466 — 600 — 6,744 10,910 50.60 52.97 - — 
Exercised options / vested 
RSUs (6,571) (1,523) (667) _ (2,183) _ (10,944) aise 37.64 = = 
Forfeited (353) (296) (2) (19) _- (201) (871) 4.30 44.20 _ — 

Outstanding at December 31, 

2021 14,695 4,195 2,354 1,488 11,671 19,343 53,746 $ 5.46 49.94 6.34 § 622,108 
Granted 400 15,254 — 12,523 — 1,390 29,567 28.24 17.79 _ _ 
Exercised options / vested 
RSUs (2,672) (2,913) (76) (2,671) (519) (6,251) (15,102) 2.68 43.19 _ =| 
Change in awards due to 
performance-based multiplier — — — 1,806 - 1,806 a 33.69 = — 
Forfeited (164) (1,263) (5) (27) = (618) (2,077) 4.73 34.94 = =| 

Outstanding at December 31, 

2022 12,259 15,273 2,273 13,119 11,152 13,864 67,940 $ 6.17 §$ 29.64 5.49 $ 192,062 


The following table provides additional information for stock option awards outstanding as of December 31, 2022: 


Weighted Average Remaining 


Weighted Average Exercise 


Stock options exercisable 


Awards Outstanding Term of Options (Years) Aggregate Intrinsic Value Price of Options 
24,300 5.4 $ 188,009 $ 5.23 
1,384 1.7 $ 4,053 $ 22,55 


Stock options remaining to vest 


As of December 31, 2022, total unrecognized stock-based compensation expense of $614.1 million related to granted and unvested share-based compensation arrangements is expected to be 
recognized over a weighted-average period of 2.8 years. The following table shows stock-based compensation expense for the years ended December 31, 2022, 2021 and 2020: 


Year ended Year ended Year ended 
December 31, 2022 December 31, 2021 December 31, 2020 
Options RSUs Total Options RSUs Total Options RSUs Total 
Time Based “) $ 1S 22255$ 103,478 §$ 118,700 §$ 14,654 $ 61,085 $ T3730 S 8,176 §$ 21,286 $ 29,462 
PSP ?) — 90,180 90,180 —_— 82,089 82,089 1,633 21,275 22,908 
LTIP ® _ 369,919 369,919 _ 525,465 525,465 Oss) 255,116 264,668 
Class B Shares 3) —_— —_— — — —_— — 8,000 —_ 8,000 
Total $ 15,222 $ 563,577 $ 578,799 $ 14,654 $ 668,639 $ 683,293 $ 27,361 $ 297,677 $ 325,038 


(1) Time-based awards vest and are expensed over a defined service period. 
(2) PSP and LTIP awards vest based on defined performance criteria and are expensed based on the probability of achieving such criteria. 


(3) Related to the DEAC Business Combination; shares of Class B common stock have no economic rights. 


The weighted-average grant-date fair values of options granted during the years ended December 31, 2022, 2021 and 2020 were $7.46, $19.53 and $2.00 per share, respectively. 


During the years ended December 31, 2022, 2021 and 2020 the Company received proceeds from the exercise of stock options of $8.7 million, $31.5 million and $27.6 million respectively, and 


the aggregate intrinsic value of those stock options 


exercised was $38.1 million, $473.4 million and $1,256.0 million respectively. The total grant date fair value of stock options that vested during the years ended December 31, 2022, 2021 and 2020 
were $15.3 million, $14.0 million and $35.1 million, respectively. 


12. Income Taxes 


Loss before income tax provision (benefit) for the years ended December 31, 2022, 2021 and 2020 consists of the following: 


Year ended December 31, 


2022 2021 2020 
United States $ (1,329,931) $ (1,391,154) $ (1,168,482) 
Foreign (113,027) (126,490) (63,409) 
Loss before income tax (benefit) provision $ (1,442,958) $ (1,517,644) $ (1,231,891) 


The components of the provision (benefit) for income taxes consists of the following: 


Year ended December 31, 


2022 2021 2020 
Current: 
Federal $ — $ 90 $ (49) 
State 456 514 250 
Foreign 5,085 23,174 1,456 
Total current provision 5,541 23,778 1,657 
Deferred: 
Federal (52,411) (5,523) (442) 
State (17,624) (2,075) 31 
Foreign (3,372) (7,911) (1,868) 
Total deferred (benefit) provision (73,407) (15,509) (2,279) 
Total income tax (benefit) provision $ (67,866) $ 8,269 $ (622) 
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The reconciliation between income taxes computed at the U.S. statutory income tax rate to our provision for income taxes for the years ended December 31, 2022, 2021 and 2020 are as follows: 


Benefit for income taxes at 21% rate 

Prior year provision true-ups 

State taxes, net of federal benefit 

Internal restructurings 

Stock-based compensation (benefit) expense 
Non-deductible lobbying expenses 
Non-deductible acquisition expenses 
Change in valuation allowance 

Net operating loss write-off 

Non-deductible executive compensation 
(Gain) loss on remeasurement of warrant liabilities 
Foreign rate differential 

Foreign currency adjustments 

Income tax reserves 

Other 


Total income tax provision (benefit) 


Year ended December 31, 


Significant components of the Company’s deferred tax assets (liabilities) as of December 31, 2022 and 2021 are as follows: 


Deferred tax assets: 

Net operating loss carryforwards 
Intangible assets 
Accrual and other temporary differences 
Operating lease 
Stock-based compensation 
Capitalized research and development costs 
Fixed assets 

Gross deferred tax assets 

Valuation allowance 

Net deferred tax assets 


Deferred tax liabilities: 
Capitalized software costs 
Fixed assets 
Operating lease 
Other 
Gross deferred tax liabilities 
Total net deferred tax assets 


2022 2021 2020 
$ (303,028) $ (318,705) $ (258,697) 
938 (16,878) (5) 
(17,265) (142,119) (13,328) 
— (167,692) —_— 
58,244 (70,150) (190,766) 
4,788 9,938 2,072 
— 455 4,041 
166,978 575,225 243,352 
— — 998 
24,695 117,849 118,423 
(6,173) (6,301) 81,388 
1,802 16,588 13,456 
177 8,265 (2,086) 
(553) 5,098 1,676 
iL S3il (3,304) (1,146) 
$ (67,866) $ 8,269 §$ (622) 
Year ended December 31, 
2022 2021 

$ 961,352 $ 778,989 

72,299 163,242 

57,281 42,381 

18,213 17,141 

93,582 88,650 

61,584 —_— 

411 = 

1,264,722 1,090,403 
(1,228,117) (1,053,892) 

$ 36,605 $ 36,511 
$ (oo) S (12,724) 
(3,590) (554) 
(16,102) (15,581) 
(7,943) (221) 
(35,164) (29,080) 

$ 1,441 $ 7,431 


The Company records its deferred tax assets in deposits and other non-current assets and its deferred tax liabilities in other long-term liabilities in the consolidated balance sheets. The Company 


has provided a valuation allowance for the U.S. deferred 
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tax assets as of December 31, 2022. For the year ended December 31, 2022, the U.S. valuation allowance increased by $174.2 million primarily due to the current year operating losses. 


As of December 31, 2022, the Company had U.S. federal and state tax net operating loss (“NOL”) carryforwards of $3,452.8 million and $3,529.2 million, respectively, which may be available 
to offset future income tax liabilities. Of the federal net operating loss carryforward, $676.2 million expires at various dates beginning in 2032 through 2037 and $2,776.6 million does not expire. Of 
the state NOL carryforward, $3,438.2 million expires at various dates beginning in 2023 through 2042 and $91.0 million does not expire. 


Utilization of the NOL carryforwards may be subject to limitation under Section 382 of the Internal Revenue Code of 1986 based on ownership changes that have occurred previously or that 
could occur in the future. These ownership changes may limit the amount of NOL and tax credit carryforwards that can be utilized annually to offset future taxable income and tax, respectively. There 
could be additional ownership changes in the future, which may result in additional limitations on the utilization of the NOL and tax credit carryforwards. The Company has analyzed the impact of 
these limitations on its attributes and included the impact of these limitations in its U.S. deferred tax assets. 


As of December 31, 2022, foreign earnings of $12.9 million have been retained by the Company’s foreign subsidiaries for indefinite reinvestment. Upon repatriation of those earnings, in the form 
of dividends or otherwise, the Company could be subject to withholding taxes payable to the various foreign countries. Determination of the amount of unrecognized deferred income tax liability 
related to these outside basis differences is not practicable. 


In addition to filing federal income tax returns, the Company files income tax returns in numerous states and foreign jurisdictions that impose an income tax. The Company is subject to U.S. 
federal, state and local income tax examinations by tax authorities for the years beginning in 2012. Tax years after 2015 remain open in certain major foreign jurisdictions and are subject to 
examination by the taxing authorities. 


The following table presents a reconciliation of the total amounts of unrecognized tax benefits, excluding interest and penalties, included in long-term income tax liabilities on the Company’s 
consolidated balance sheets: 


Year ended December 31, 


2022 2021 2020 
Unrecognized tax benefits at the beginning of the year $ 72,407 $ 70,341 §$ — 
Additions for tax positions of prior years 1,807 = 70,341 
Settlements (7,412) 
Foreign currency adjustments (8,791) 2,066 7 
Unrecognized tax benefits at the end of the year $ 58,011 $ 72,407 $ 70,341 


If the unrecognized tax benefit balance as of December 31, 2022 were recognized, it would decrease the Company’s effective tax rate. The Company does not anticipate any material changes to 
its unrecognized tax benefits within the next 12 months. 


The Company recognizes interest and penalties accrued related to unrecognized tax benefits as income tax expense. During the years ended December 31, 2022, 2021 and 2020 the Company 
recognized $6.4 million, $5.0 million and $1.7 million in interest and penalties. The Company had $11.8 million and $6.7 million of interest and penalties accrued at December 31, 2022 and 2021, 
respectively. 


13. Loss Per Share 


The computation of loss per share and weighted-average shares of the Company’s Class A common stock outstanding for the periods presented are as follows: 


Year ended December 31, 


2022 2021 2020 
Net loss $ (1,377,987) $ (1,523,195) $ (1,231,835) 
Basic and diluted weighted-average common shares outstanding 436,513 402,492 305,593 
Loss per share attributable to common stockholders: 
Basic and diluted $ (3.16) $ (3.78) $ (4.03) 


There were no preferred or other dividends declared for the period. For the periods presented, the following securities were not required to be included in the computation of diluted shares 
outstanding: 


Year ended December 31, 


2022 2021 2020 
Class A common stock resulting from exercise of all warrants 3,761 1,613 2,061 
Stock options and RSUs 67,941 53,746 54,651 
Convertible notes 13,337 162337 — 
Total 85,039 68,696 56,712 


14. Related-Party Transactions 
Financial Advisor 


The Company entered into an engagement letter with a related party (the “Financial Advisor”) in August 2019, as amended in December 2019. During 2022, 2021 and 2020, the Company 
incurred $8.5 million, $2.5 million and $12.3 million, respectively, of professional fees in connection with certain business combination transactions and offerings undertaken by the Company, which 
are recorded within general and administrative expenses on the consolidated statement of operations. 


Receivables from Equity Method Investment 


The Company provides office space and general operational support to DKFS, LLC, an equity-method affiliate. The operational support is primarily general and administrative services. As of 
December 31, 2022, and 2021, the Company had $0.2 million and $0.6 million, respectively, of receivables from the entity related to those services and expenses to be reimbursed to the Company. 
The Company has committed to invest up to $17.5 million into DBDK Venture Fund I, LP, a Delaware limited partnership and a subsidiary of DKFS, LLC. As of December 31, 2022, the Company 
had invested a total of $6.7 million of the total commitment. 


Transactions with a Stockholder and their Immediate Family Members 


As of December 31, 2022 and December 31, 2021, the Company had $0.0 million and $3.8 million respectively, of receivables due from former stockholders of SBTech, which includes a current 
director and stockholder of the Company. During 2022, 2021 and 2020, the Company had $0.6 million, $4.5 million and $2.7 million, respectively, in sales to entities related to an immediate family 
member of the director. The Company had an associated accounts receivable balance of $0.2 million and $0.2 million as of December 31, 2022 and December 31, 2021, respectively, included in 
accounts receivable in its consolidated balance sheets. 


Aircraft 

Starting in 2022, from time to time, the Company has chartered, without mark-up, the private plane owned by Jason Robins, the Company’s Chief Executive Officer, utilizing aircraft services 
from Jet Aviation Flight Services, Inc. for the business and personal travel of Mr. Robins and his family. The Company had no direct or indirect interest in such private plane. During 2022, the 
Company incurred $0.7 million of expense for use of the aircraft under these chartering services. 

In March 2022, the Company entered into a one-year lease of an aircraft from an entity controlled by Mr. Robins. Pursuant to such agreement, Mr. Robins’ entity leases the aircraft to the 


Company for $0.6 million for a one-year period. The Company covers all operating, maintenance and other expenses associated with the aircraft. The audit and compensation committees of the 
Company’s board of directors approved this arrangement based, among other things, on the requirements of the overall 
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security program that Mr. Robins and his family fly private and their assessment that such an arrangement is more efficient and flexible and better ensures safety, confidentiality and privacy. During 
2022, the Company incurred $0.4 million of expense under the aircraft lease. 


15. Leases, Commitments and Contingencies 
Leases 

The Company leases corporate office facilities, data centers, and motor vehicles under operating lease agreements. Some of the Company’s leases include one or more options to renew. For a 
majority of the Company’s leases, it does not assume renewals in its determination of the lease term as the renewals are not deemed to be reasonably assured. The Company’s lease agreements 
generally do not contain any material residual value guarantees or material restrictive covenants. As of December 31, 2022, the Company’s lease agreements typically have terms not exceeding ten 


years. 


Payments under the Company’s lease arrangements may be fixed or variable, and variable lease payments primarily represent costs related to common area maintenance and utilities. The 
components of lease expense are as follows: 


December 31, 2022 December 31, 2021 December 31, 2020 
Operating lease cost $ 20,003 $ 16,551 $ 14,968 
Short term lease cost 6,004 3,273 2,538 
Variable lease cost 4,462 4,261 3,652 
Sublease income (849) (774) (1,382) 
Total lease cost $ 29,620 $ 23,301 $ 19,776 


Supplemental cash flow and other information for 2022 and 2021 related to operating leases was as follows: 


December 31, 2022 December 31, 2021 


Cash paid for amounts included in the measurement of lease liabilities: 
Operating cash flows from operating leases $ 16,390 $ 17,162 
Right-of-use assets obtained in exchange for new operating lease liabilities $ 18,134 $ 3,329 


The weighted-average remaining lease term and weighted-average discount rate for the Company’s operating leases were 7.6 years and 6.5% as of December 31, 2022. The Company calculated 
the weighted-average discount rates using incremental borrowing rates, which equal the rates of interest that it would pay to borrow funds on a fully collateralized basis over a similar term. 


The Company calculated the weighted-average discount rates using incremental borrowing rates, which equal the rates of interest that it would pay to borrow funds on a fully collateralized basis 
over a similar term. 
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Maturity of lease liabilities are as follows: 


December 31, 2022 
2023 $ 8,654 
2024 12,948 
2025 11,953 
2026 11,787 
2027 11,625 
Thereafter 40,687 
Total undiscounted future cash flows 97,654 
Less: Imputed interest (24,069) 
Present value of undiscounted future cash flows $ 73,585 


Other Contractual Obligations and Contingencies 


The Company is a party to several non-cancelable contracts with vendors where the Company is obligated to make future minimum payments under the terms of these contracts as follows: 


Year ending December 


> 


2023 $ 447,605 
2024 400,564 
2025 315,307 
2026 187,588 
2027 107,988 
Thereafter 247,196 
Total $ 1,706,248 
Contingencies 


From time to time, and in the ordinary course of business, the Company may be subject to certain claims, charges and litigation concerning matters arising in connection with the conduct of the 
Company’s business activities. 


Interactive Games LLC 


On June 14, 2019, Interactive Games LLC filed suit against the Company in the U.S. District Court for the District of Delaware, alleging that our Daily Fantasy Sports product offering infringes 
wo patents and the Company’s Sportsbook product offering infringes two different patents. The Company intends to vigorously defend this case. In the event that a court ultimately determines that 
he Company is infringing the asserted patents, it may be subject to substantial damages, which may include treble damages and/or an injunction that could require the Company to modify certain 
features that we currently offer. 


The Company cannot predict with any degree of certainty the outcome of the suit or determine the extent of any potential liability or damages. The Company also cannot provide an estimate of 
he possible loss or range of loss. Any adverse outcome in these matters could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s 
operations and cash flows. 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on 
he Company's financial condition, although the outcome could be material to the Company's operating results for any particular period, depending, in part, upon the operating results for such period. 
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Winview Inc. 


On July 7, 2021, Winview Inc., a Delaware corporation, filed suit against the Company in the U.S. District Court for the District of New Jersey, which was subsequently amended on July 28, 
2021, alleging that our Sportsbook product offering infringes two patents, our Daily Fantasy Sports product offering infringes one patent, and that our Sportsbook product offering and Daily Fantasy 
Sports product offering infringe another patent. On November 15, 2021, Winview Inc. filed a second amended complaint (the “SAC”), adding as defendants DK DE and Crown Gaming Inc., a 
Delaware corporation, which are wholly-owned subsidiaries of the Company. The SAC largely repeats the allegations of the first amended complaint. 


The Company intends to vigorously defend this case. In the event that a court ultimately determines that the Company is infringing the asserted patents, it may be subject to substantial damages, 
which may include treble damages and/or an injunction that could require the Company to modify certain features that we currently offer. 


The Company cannot predict with any degree of certainty the outcome of the suit or determine the extent of any potential liability or damages. The Company also cannot provide an estimate of 
the possible loss or range of loss. Any adverse outcome in these matters could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s 
operations and cash flows. 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on 
the Company's financial condition, although the outcome could be material to the Company's operating results for any particular period, depending, in part, upon the operating results for such period. 


Securities Matters Related to Allegations in the Hindenburg Report 


On July 2, 2021, the first of two substantially similar federal securities law putative class actions was filed in the U.S. District Court for the Southern District of New York against the Company 
and certain of its officers. The actions allege violations of Sections 10(b) and 20(a) of the Exchange Act on a behalf of a putative class of persons who purchased or otherwise acquired the Company's 
stock between December 23, 2019 and June 15, 2021. The allegations relate to, among other things, allegedly false and misleading statements and/or failures to disclose information about the 
Company’s business and prospects, based primarily upon the allegations concerning SBTech that were contained in a report published about the Company on June 15, 2021 by Hindenburg Research 
(the “Hindenburg Report”). The Company intends to vigorously defend against these claims. On November 12, 2021, the court consolidated the two actions under the caption Jn re DrafiKings 
Securities Litigation and appointed a lead plaintiff. The lead plaintiff filed a consolidated amended complaint on January 11, 2022. On January 10, 2023, the court granted the Company's motion to 
dismiss and final judgment was entered dismissing the action with prejudice. 


Beginning on July 9, 2021, the Company received subpoenas from the SEC seeking documents concerning, among other things, certain of the allegations raised in the Hindenburg Report, as well 
as the Company’s disclosures regarding its compliance policies and procedures, and related matters. The Company intends to comply with the related requests and is cooperating with the SEC’s 
ongoing inquiry. 


The Company cannot predict with any degree of certainty the outcome of the SEC matter or determine the extent of any potential liabilities. The Company also cannot provide an estimate of the 
possible loss or range of loss. Any adverse outcome in the SEC matter could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s 
operations and cash flows. 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of the SEC matter will have a material adverse effect on 
the Company's financial condition, although the outcome could be material to the Company's operating results for any particular period, depending, in part, upon the operating results for such period. 


Shareholder Derivative Litigation Related to Allegations in the Hindenburg Report 


On October 21, 2021, the first of five substantially similar putative shareholder derivative actions was filed in Nevada by alleged shareholders of the Company. The actions purport to assert 
claims on behalf of the Company against certain current and former officers and/or members of the board of directors of the Company and DEAC. The two actions filed in the U.S. District Court for 
the District of Nevada have since been consolidated, and two of the actions filed in Nevada state District Court in 


Clark County likewise have been consolidated. A substantially identical fifth action was filed in Nevada state District Court in Clark County and has been dismissed voluntarily by the plaintiff. The 
same plaintiff filed a substantially identical action in Massachusetts Superior Court, which has also been dismissed voluntarily by the plaintiff. The Nevada actions purport to assert claims on behalf 
of the Company for, among other things, breach of fiduciary duty and corporate waste based primarily upon the allegations concerning SBTech that were contained in the Hindenburg Report. The 
federal court action in Nevada also contends that certain individuals are liable to the Company for any adverse judgment in the federal securities class actions described above under Sections 10(b) 
and 21D of the Exchange Act. The Nevada actions seek unspecified compensatory damages, changes to corporate governance and internal procedures, equitable and injunctive relief, restitution, costs 
and attorney’s fees. 


The Company cannot predict with any degree of certainty the outcome of these matters or determine the extent of any potential liabilities. The Company also cannot provide an estimate of the 
possible loss or range of loss. Because the Nevada actions allege claims on behalf of the Company and purport to seek judgments in favor of the Company, the Company does not believe, based on 
currently available information, that the outcome of these proceedings will have a material adverse effect on the Company's financial condition, although the outcome could be material to the 
Company's operating results for any particular period, depending, in part, upon the operating results for such period. 


Matters Related to the GNOG Transaction 


On August 12, 2022, a putative class action was filed in Nevada state District Court in Clark County against Golden Nugget Online Gaming, Inc. (““GNOG Inc.”), the Company and one of its 
officers, as well as former officers or directors and the former controlling stockholder of GNOG Inc. and Jefferies LLC. The lawsuit asserts claims on behalf of a putative class of former minority 
stockholders of GNOG Inc. alleging that certain former officers and directors of GNOG Ince. and its former controlling stockholder (Tilman Fertitta and/or Fertitta Entertainment, Inc.) breached their 
fiduciary duties to minority stockholders of GNOG Inc. in connection with the GNOG Transaction, and the other defendants aided and abetted the alleged breaches of fiduciary duty. 


On September 9, 2022, two similar putative class actions were filed in the Delaware Court of Chancery against former directors of GNOG Inc. and its former controlling stockholder, one of 
which also names the Company and Jefferies Financial Group, Inc. as defendants. These pending actions in Delaware assert substantially similar claims on behalf of a putative class of former 
minority stockholders of GNOG Inc. alleging that certain former officers and directors of GNOG Inc. and its former controlling stockholder (Tilman Fertitta) breached their fiduciary duties to 
minority stockholders of GNOG Ine. in connection with the GNOG Transaction, and one of the actions also alleges that the Company aided and abetted the alleged breaches of fiduciary duty. On 
October 12, 2022, the Delaware Court of Chancery consolidated these two actions under the caption In re Golden Nugget Online Gaming, Inc. Stockholders Litigation. 


The Company intends to vigorously defend against these claims. The Company cannot predict with any degree of certainty the outcome of these matters or determine the extent of any potential 
liabilities. The Company also cannot provide an estimate of the possible loss or range of loss. Any adverse outcome in these matters could expose the Company to substantial damages or penalties 
that may have a material adverse impact on the Company’s operations and cash flows. 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of these proceedings will have a material adverse effect 
on the Company's financial condition, although the outcome could be material to the Company's operating results for any particular period, depending, in part, upon the operating results for such 
period. 


AG 18, LLC d/b/a/ Arrow Gaming 
On August 19, 2021, AG 18, LLC d/b/a/ Arrow Gaming (“Arrow Gaming”) filed a complaint against the Company in the United States District Court for the District of New Jersey alleging that 
the Company's DFS and Casino product offerings infringe four patents. On October 12, 2021, Arrow Gaming filed an amended complaint to add one additional patent. On December 20, 2021, Arrow 


Gaming filed a second amended complaint adding new allegations with respect to alleged willful infringement. 


The Company intends to vigorously defend this case. In the event that a court ultimately determines that the Company is infringing the asserted patents, it may be subject to substantial damages, 
which may include treble damages and/or an injunction that could require the Company to modify certain features that we currently offer. 


The Company cannot predict with any degree of certainty the outcome of the suit or determine the extent of any potential liability or damages. The Company also cannot provide an estimate of 
the possible loss or range of loss. Any adverse outcome in these matters could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s 
operations and cash flows. 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on 
the Company's financial condition, although the outcome could be material to the Company's operating results for any particular period, depending, in part, upon the operating results for such period. 


Beteiro, LLC 


On November 22, 2021, Beteiro, LLC filed a complaint against the Company in the United States District Court for the District of New Jersey alleging that the Company’s Sportsbook and 
Casino product offerings infringe four patents. 


The Company intends to vigorously defend this case. In the event that a court ultimately determines that the Company is infringing the asserted patents, it may be subject to substantial damages, 
which may include treble damages and/or an injunction that could require the Company to modify certain features that we currently offer. 


The Company cannot predict with any degree of certainty the outcome of the suit or determine the extent of any potential liability or damages. The Company also cannot provide an estimate of 
the possible loss or range of loss. Any adverse outcome in these matters could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s 
operations and cash flows. 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on 
the Company's financial condition, although the outcome could be material to the Company's operating results for any particular period, depending, in part, upon the operating results for such period. 


Diogenes Ltd. & Colossus (IOM) Ltd. 


On December 1, 2021, Diogenes Ltd. & Colossus (IOM) Ltd. (“Colossus”), filed a complaint against the Company in the United States District Court for the District of Delaware alleging that the 
Company’s Sportsbook product offering infringes seven patents. Colossus amended its complaint on February 7, 2022 to, among other things, add one additional patent. 


The Company intends to vigorously defend this case. In the event that a court ultimately determines that the Company is infringing the asserted patents, it may be subject to substantial damages, 
which may include treble damages and/or an injunction that could require the Company to modify certain features that we currently offer. 


The Company cannot predict with any degree of certainty the outcome of the suit or determine the extent of any potential liability or damages. The Company also cannot provide an estimate of 
the possible loss or range of loss. Any adverse outcome in these matters could expose the Company to substantial damages or penalties that may have a material adverse impact on the Company’s 
operations and cash flows. 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of this proceeding will have a material adverse effect on 
the Company's financial condition, although the outcome could be material to the Company's operating results for any particular period, depending, in part, upon the operating results for such period. 


Steiner 


Nelson Steiner filed suit against the Company and FanDuel Inc. in Florida state court on November 9, 2015. The action was subsequently transferred to In Re: Daily Fantasy Sports Litigation 
(Multi-District Litigation) (the “MDL”), and Mr. Steiner’s action was consolidated into the MDL’s amended complaint, which, in February 2016, consolidated numerous actions (primarily purported 
class actions) filed against the Company, FanDuel, and other related parties in courts across the United States. By June 23, 2022, the MDL was resolved, except for Mr. Steiner’s action, and the court 
officially closed the MDL docket on July 8, 2022. 
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Mr. Steiner brings this action as a concerned citizen of the state of Florida alleging that, among other things, defendants’ daily fantasy sports contests are illegal gambling under the state laws of 
Florida and seeks disgorgement of “gambling losses” purportedly suffered by Florida citizens on behalf of the state. On June 23, 2022, the MDL court remanded Mr. Steiner’s action to the Circuit 
Court for Pinellas County, Florida. Plaintiff has not yet filed an amended pleading. 


The Company intends to vigorously defend this suit. If the plaintiff obtains a judgment in his favor in this matter, the Company could be subject to substantial damages and it could be restricted 


from offering DFS contests in Florida. The Company cannot provide any assurance as to the outcome of this matter. 


The Company cannot predict with any degree of certainty the outcome of the suit or determine the extent of any potential liability or damages. The Company also cannot provide an estimate of 


the possible loss or range of loss. Any adverse outcome in t 
operations and cash flows. 


hese matters could expose the Company to substantia 


damages or penalties that may have a material adverse impact on the Company’s 


Despite the potential for significant damages, the Company does not believe, based on currently available information, that the outcome of this matter will have a material adverse effect on 
Company’s financial condition, although the outcome could be material to the Company’s operating results for any 


Turley 


particular period, depending, in part, upon the operating results for such period. 


On January 9, 2023, Simpson G. Turley, individually and on behalf of all others similarly situated, filed a purported class action against the Company in the United States District Court for the 
District of Massachusetts. Plaintiff alleges, among other things, that he was a contestant in the Company’s daily fantasy showdown contest for the January 2, 2023, NFL game between the Cincinnati 
Bengals and the Buffalo Bills (the “Bengals-Bills Game”). The Bengals-Bills Game was postponed and eventually cancelled due to Damar Hamlin collapsing during the game. Plaintiff alleges that he 
was winning prizes in multiple showdown contests at the point in time that the Bengals-Bills Game was cancelled (with 5:58 remaining in the first quarter). Plaintiff alleges that, instead of paying out 
the prize money, the Company refunded entry fees to contestants that entered showdown or flash draft fantasy contests. Plaintiff asserts claims for breach of contract, unfair and deceptive acts and 


practices, false advertising, and unjust enrichment. Among ot 


The Company intends to vigorously defend this case. If 


from offering DFS contests in Massachusetts. The Company cannot provide any assurance as to the outcome of this 


he plaintiff obtains a judgment in his favor in this mat 


her things, Plaintiffs seeks statutory damages, monetary damages, punitive damages, attorney fees and interest. 


ter, the Company could be subject to substantial damages and it could be restricted 
matter. 


The Company cannot predict with any degree of certainty the outcome of the suit or determine the extent of any potential liability or damages. The Company also cannot provide an estimate of 


the possible loss or range of loss. Any adverse outcome in t 
operations and cash flows. 


Despite the potential for significant damages, the Com 


hese matters could expose the Company to substantia 


Company’s financial condition, although the outcome could be material to the Company’s operating results for any 


Internal Revenue Service 


damages or penalties that may have a material adverse impact on the Company’s 


pany does not believe, based on currently available information, that the outcome of this matter will have a material adverse effect on 


particular period, depending, in part, upon the operating results for such period. 


The Company is currently under Internal Revenue Service audit for prior tax years, with the primary unresolved issues relating to excise taxation of fantasy sports contests and informational 
reporting and withholding. The final resolution of that audit, and other audits or litigation, may differ from the amounts recorded in these consolidated financial statements and may materially affect 
the Company’s consolidated financial statements in the period or periods in which that determination is made. 
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Exhibit Index 


(b) Exhibits. The following exhibits are being followed herewith: 
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Exhibit No. 


Description 


2.1 


Business Combination Agreement, dated_as of December 22, 2019, among DraftKings Inc., SBTech (Global) Limited, SBTech’s shareholders, Diamond Eagle 
Acquisition Corp., DEAC NV Merger Corp. and a wholly-owned subsidiary of DEAC (incorporated by reference to Exhibit 2.1 of DEAC NV Merger Corp.’s 
Registration Statement on Form S-4 (Reg. No. 333-235805), filed with the SEC on April 14, 2020). 


Agreement and Plan of Merger, dated_as of March 12, 2020, by and among Diamond Eagle Acquisition Corp. and DEAC NV Merger Corp. (incorporated by 
reference to Exhibit 2.3 of DEAC NV Merger Corp.’s Registration Statement on Form S-4 (Reg. No. 333-235805), filed with the SEC on April 14, 2020). 


Amendment to Business Combination Agreement, dated_as of April 7,_2020, among DraftKings Inc., SBTech (Global) Limited, SBTech’s shareholders, Diamond 
Eagle Acquisition Corp., DEAC NV Merger Corp. and a wholly-ow1 ed subsidi f DE incorporat ference to Exhibit 2.4 of DEAC NV Merger Corp.’s 
Registration Statement on Form S-4 (Reg. No. 333-235805), filed with the SEC on April 14, 2020). 
Agreement and Plan of Merger, by and among DraftKings Inc., New Duke Holdco, Inc., Golden Nugget Online Gaming, Inc., Duke Merger Sub, Inc. and Gulf 
Merger Sub, Inc., dated as of August 8, 2021 (incorporated by reference to Exhibit 2.1 of the Company's Current Report on ‘Form 8- K, filed with the SEC on August 
10,2021), 

Amended and Restated Articles of Incorporation of DraftKings Inc. (incorporated by reference to Exhibit 3.1 of the Company’s Current Report on Form 8-K, filed 
with the SEC on May 5, 2022) 

Amended and Restated Bylaws of DraftKings Inc. (incorporated by reference to Exhibit 3.2 of the Company’s Current Report on Form 8-K, filed with the SEC on 
May 5, 2022). 

Specimen Class A Common Stock Certificate of DraftKings (incorporated by reference to Exhibit 4.1 of the Company’s Current Report on Form 8-K, filed with the 
SEC on April 29, 2020). 

Form of Warrant Certificate of DraftKings Inc. (incorporated by reference to Exhibit 4.2 of the Company’s Current Report on Form 8-K, filed with the SEC on 
April 29, 2020). 

Warrant Agreement, dated May 10, 2019, by and between Diamond Eagle Acquisition Corp. and Continental Stock Transfer & Trust Company, as warrant agent 
(incorporated by reference to Exhibit 4.1 of Diamond Eagle Acquisition Corp.’s Current Report on Form 8-K filed on May 14, 2019). 


Assignment and Assumption Agreement, dated April 23, 2020, by and sty Devi epee Ine. ,.DEAC, Continental Stock Transfer & Trust Company, Computershare 
E 4.4 


Trust Company, N.A. and Computershare Inc. (incorporated by refer Company’s Current Report on Form 8-K, filed with the SEC on 
April 29 , 2020). 

Indenture, dated as of March 18, 2021, between the Company and Computershare Trust Company, N.A., as trustee (including Form of 0% Convertible Senior Notes 
oe 2028) ( (incorporated by reference to Heh t 4.1 of the ain s Current Report on Eoin 8- K, filed with the SEC on March U8,, mr 


In 
= be eles to Exhibit 4. 6 of the Coteau s Current Report on 1m 8 K, ‘iled mite the SEC ¢ on a 3 2022). 
Description of New Dial sings Capital Stock (incorporated by reference to New DraftKings' Registration Statement on Form S-4 (Reg. No. 333-260174), filed with 
the SEC on December 9, 2021). 
Assignment and Assumption Agreement, dated May 5, 2 
Exhibit 4.2 of the Company’s Current Report on Form 8-] 


by and among New DraftKings, GNOG, Continental and Computershare (incorporated by reference to 
led with the SEC on May 5, 2022). 


A pine and est oir tedlieal dated a1 5. 2. bya ined te New ae Old DraftKings and Computershare (incorporated by reference to 


Form of Siena Agreement, dated December 22, 2019, by and between Diamond Eagle Acquisition Corp. and the undersigned subscriber _party thereto 
Saepoipetales by reference to Exhibit 10.2 of DEAC NV Merger Corp.’s Registration Statement on Form S-4 (Reg, No. 333-235805), filed with the SEC on April 14, 
0) 


e Employment Agreement, dated April 23, 2130 


Chinrent Report on Form 8-K, filed with the SEC on 


Executive Employment Agreement, dated April 23, 202 betas DraftKings Inc. and Paul Liberman (incorporated by reference to Exhibit 10.3 the Company’s 
Current Report on Form 8-K, filed with the SEC on ‘April 29, 2020). 
Executive Employment Agreement, dated April 23, 2020, between DraftKings Inc. and Jason Robins (incorporated b 
Current Report on Form 8-K, filed with the SEC on on ‘April 39, 2020). 


DraftKings Inc. Employee Stock Purchase Plan (incorporated by reference to Exhibit 10.5 of the Company’s Current Report on Form 8-K, filed with the SEC on 
April 29, 2020). 
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Exhibit No. 


Description 


10.7 
10.8 
10.9 


10.10 


10.11 


10.12+** 


10.134** 


10.144** 


Form of Indemnification Agreement (incorporated by reference to Exhibit 10.1 of the Company’s Current Report on Form 8-K, filed with the SEC on May 5, 
2022). 

Earnout Escrow Agreement, dated April 23,2020, by and among DraftKings Inc., Shalom Meckenzie, in his capacity as SBT Sellers’ Representative, Eagle 
Equity Partners LLC, Jeff Sagansky, Eli Baker, Harry Sloan, I.B.I. Trust Management, the trustee, and Computershare Trust Company, N.A., as escrow agent 
(incorporated by reference to Exhibit 10.8 of the Company’s Current Report on Form 8-K, filed with the SEC on April 29, 2020). 

Stockholders Agreement, dated April 23, 2020, by and among DraftKings Inc., the DK Stockholder Group, the SBT Stockholder Group and the DEAC 
Stockholder Group (incorporated by reference to Exhibit 10.9 of the Company’s Current Report on Form 8-K, filed with the SEC on April 29, 2020). 
Amendment to Stockholders Agreement, dated October 5, 2020, by and among DraftKings Inc., the DK Stockholder Group, the SBT Stockholder Group and 
the DEAC Stockholder Group (incorporated by reference to Exhibit 10.1 of the Company’s Current Report on Form 8-K, filed with the SEC on October 5, 
2020). 
Share Exchange Agreement, dated April 23,2020, by and among DraftKings Inc.,_a Delaware corporation, Jason Robins and DEAC NV Merger Corp. 
(incorporated by reference to Exhibit 10.10 of the Company’s Current Report on Form 8-K, filed with the SEC on April 29, 2020). 

Agreement for the Provision of a Sports Betting Solution (“License Agreement”), between Sports Information Services Limited and Crown Gaming Inc., dated 
as of June 19, 2018 (incorporated by reference to Exhibit 10.5 of DEAC NV Merger Corp.’s Registration Statement on Form S-4 (Reg. No. 333-235805), filed 
with the SEC on April 14, 2020). 
Addendum to License Agreement, between Sports Information Services Limited and Crown Gaming Inc., dated_as of August 22, 2019 (incorporated by 
reference to Exhibit 10.6 of DEAC NV Merger Corp.’s Registration Statement on Form S-4 (Reg. No. 333-235805), filed with the SEC on April 14, 2020). 


Addendum, dated as of July 23, 2020 to the Agreement for the Provision of a Sports Betting Solution between Sports Information Services Limited and Crown 


with the SEC on July 23, 2020). 
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Exhibit No. Description 


10,15+ DraftKings Inc. 2017 Equity Incentive Plan, as amended from time to time (incorporated by reference to Exhibit 10.22 of the Company’s Registration 
Statement on Form S-1 (No. 333-238051), filed with the SEC on May 6, 2020). 

10.16+ Form of Stock Option Award Agreement (incorporated by reference to Exhibit 10.10 of the Company’s Quarterly Report on Form 10-Q, filed with the SEC on 
May 15, 2020), 

10.17+ Form of Restricted Stock Unit Award Agreement (incorporated by reference to Exhibit 10.11 of the Company’s Quarterly Report on Form 10-Q, filed with the 
SEC on May 15, 2020). 

10.18 Form of Base Capped Call Transaction Confirmation (incorporated by reference to Exhibit 10.1 of the Company's Current Report on Form 8-K, filed with the 
SEC on March 18, 2021). 

19,19 Form of Additional Capped Call Transaction Confirmation (incorporated by reference to Exhibit 10.2 of the Company's Current Report on Form 8-K, filed with 
the SEC on March 18, 2021). 

10.20 Amended Executive Employment Agreement, dated August 5, 2021, between DraftKings Inc. and R. Stanton Dodge (incorporated by reference to Exhibit 10.1 
of the Company's Quarterly Report on Form 10-Q, filed with the SEC on August 6, 2021). 

10.21 Amended and Restated Executive Employment Agreement, dated August 5, 2021, between DraftKings Inc. and Jason Park (incorporated by reference to 
Exhibit 10.2 of the Company's Quarterly Report on Form 10-Q, filed with the SEC on August 6, 2021). 

10.22 Support Agreement, by_and among _DraftKings Inc., Tilman J. Fertitta, Fertitta Entertainment, Inc., Landry’s Fertitta, LLC, Golden Landry’s LLC, Golden 


Fertitta, LLC and New Duke Holdco, Inc., dated as of August 8, 2021 (incorporated by reference to Exhibit 10.1 of the Company's Current Report on Form 8- 
K, filed with the SEC on August 10, 2021). 


14.1 Code of Business Ethics of the Company, dated April 23, 2020 (incorporated by reference to Exhibit 14.1 of the Company's Amended Annual Report on Form 
10-K/A, filed with the SEC on May 3, 2021). 

211% List of Subsidiaries. 

231% Consent of BDO USA, LLP, independent registered public accounting firm. 

0 ba Certification of Chief Executive Officer pursuant to Rules 13a-14 and 15d-14 promulgated under the Securities Exchange Act of 1934. 

31,2* Certification of Chief Financial Officer pursuant to Rules 13a-14 and 15d-14 promulgated under the Securities Exchange Act of 1934. 

32.1% Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

322° Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

oo .1* Loan and Security Agreement, dated _as of December 20, 2022, by and among DraftKings Inc., as borrower, the guarantors listed therein, the lenders listed 


therein, Pacific Western Bank,_as administrative agent, collateral agent and payment agent, Citizens Bank, N.A.,_as syndication agent, and Pacific Western 
Bank and Citizens Bank, N.A., as joint bookrunners and joint lead arrangers. 


101.INS* XBRL Instance Document 

101.SCH* XBRL Taxonomy Extension Schema Document 

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Document 

101.DEF* XBRL Taxonomy Extension Definition Linkbase Document 

101.LAB* XBRL Taxonomy Extension Label Linkbase Document 

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Document 

104.1 Cover Page Interactive Data File (Embedded within the Inline XBRL document and included in Exhibit). 


* Filed herewith. 
** Certain portions of this exhibit have been omitted pursuant to Regulation S-K Item 601(b)(10)(iv). The Registrant agrees to furnish an unredacted copy of the exhibit to the SEC upon its request. 


*** Annexes, schedules and/or exhibits have been omitted pursuant to Item 601(b)(2) of Regulation S-K. The Company agrees to furnish supplementally a copy of any omitted attachment to the SEC 
on a confidential basis upon request. 


+ Certain of the exhibits and schedules to this Exhibit have been omitted in accordance with Regulation S-K Item 601(a)(5). The Registrant agrees to furnish a copy of all omitted exhibits and 
schedules to the SEC upon its request. 


+ Management contract or compensatory plan or arrangement. 


qt 


Item 16. Form 10-K Summary. 


None. 
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Signatures 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized. 


Date: February 17, 2023 


By: /s/ Jason K. Park 

Name: Jason K. Park 

Title: Chief Financial Officer 
POWER OF ATTORNEY 


Each person whose individual signature appears below hereby authorizes and appoints Jason D. Robins, R. Stanton Dodge, and Jason K. Park, and each of them, with full power of substitution and 
resubstitution and full power to act without the other, as his or her true and lawful attorney-in-fact and agent to act in his or her name, place and stead and to execute in the name and on behalf of each 
person, individually and in each capacity stated below, and to file any and all amendments to this annual report on Form 10-K and to file the same, with all exhibits thereto, and other documents in 
connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do and perform each and every act 
and thing, ratifying and confirming all that said attorneys-in-fact and agents or any of them or their or his or her substitute or substitutes may lawfully do or cause to be done by virtue thereof. 
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the capacities and on the dates 
indicated. 
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Name 


/s/ Jason D. Robins 


Jason D. Robins 


/s/ Jason K. Park 


Jason K. Park 


/s/ Erik Bradbury 
Erik Bradbury 


/s/ Harry Evans Sloan 
Harry Evans Sloan 


/s/ Matthew Kalish 


Matthew Kalish 


/s/ Woodrow H. Levin 


Woodrow H. Levin 


/s/ Paul Liberman 


Paul Liberman 


/s/ Shalom Meckenzie 


Shalom Meckenzie 


/s/ Jocelyn Moore 


Jocelyn Moore 


/s/ Ryan R. Moore 


Ryan R. Moore 


/s/ Valerie Mosley 


Valerie Mosley 


/s/ Steven J. Murray 
Steven J. Murray 


/s/ Marni M. Walden 
Marni M. Walden 


Position 


Chief Executive Officer and Chairman 
(Principal Executive Officer) 


Chief Financial Officer 


(Principal Financial Officer) 


Chief Accounting Officer 
(Principal Accounting Officer) 


Vice Chairman 


Director 


Director 


Director 


Director 


Director 


Director 


Director 


Director 


Director 
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Date 


February 17, 2023 


February 17, 2023 


February 17, 2023 


February 17, 2023 


February 17, 2023 


February 17, 2023 


February 17, 2023 


February 17, 2023 


Fe 


Fe 


Fe 


Fe 


Fe 


bruary 17, 2023 


bruary 17, 2023 


bruary 17, 2023 


bruary 17, 2023 


bruary 17, 2023 


DRAFTKINGS INC. 
LIST OF SUBSIDIARIES 
(as of February 17, 2023) 


Exhibit 21.1 


Name of Subsidiary Country (State) Percent Ownership 
DraftKings Holdings Inc. United States (Nevada) 100% 
DK Crown Holdings Inc. United States (Delaware) 00% 
DK Player Reserve LLC United States (Delaware) 100% 
DK Security Corporation United States (Massachusetts) 00% 

Crown DFS Inc. United States (Delaware) 100% 
Crown Gaming Inc. United States (Delaware) 00% 

Crown PA DFS Inc. United States (Delaware) 100% 

Crown MS Gaming Inc. United States (Delaware) 00% 
Crown NJ Gaming Inc. United States (Delaware) 100% 
Crown NV Gaming Inc. United States (Delaware) 00% 
Crown NY Gaming Inc. United States (Delaware) 100% 
Crown PA Gaming Inc. United States (Delaware) 00% 
Crown WV Gaming Inc. United States (Delaware) 100% 
DK-FH Inc. United States (Delaware) 00% 

Crown Europe Malta Limited Malta 100% 
Crown Gaming Malta Limited Malta 00% 
Crown DFS Malta Limited Malta 100% 
DraftKings Australia PTY Limited Australia 00% 
DKUK Services LTD United Kingdom 100% 
Crown JA Gaming LLC United States (Delaware) 00% 
Crown MA Gaming LLC United States (Delaware) 100% 
Crown IN Gaming LLC United States (Delaware) 00% 
Crown Gaming Ireland Limited Ireland 100% 
Crown NH Gaming LLC United States (Delaware) 00% 


Crown TN Gaming LLC United States (Delaware) 100% 


Crown MI Gaming LLC United States (Delaware) 100% 


Crown AZ Gaming LLC United States (Delaware) 100% 


DKDI LLC United States (Delaware) 100% 


Gaming Tech Ltd. Israel 100% 


SBTech (Gibraltar) Limited Gibraltar 100% 


Sky Star Eight Limited United Kingdom 100% 


Software Co-Work LLC Ukraine 100% 


SBTech Malta Limited Malta 100% 


GUS I LLC United States (Delaware) 100% 


Crown OR Gaming LLC United States (Delaware) 100% 


Crown WY Gaming LLC United States (Delaware) 100% 


Crown DK CAN Ltd. Canada (Alberta) 100% 


Crown KS Gaming LLC United States (Delaware) 100% 


Crown MD Gaming LLC United States (Delaware) 100% 


Crown OK Gaming LLC United States (Delaware) 100% 


Crown PR Gaming LLC United States (Delaware) 100% 


Crown FL Gaming LLC United States (Delaware) 100% 


Blue Ribbon Software Ltd. Israel 100% 


Blue Ribbon Software Malta Limited Malta 100% 


LHGN Holdco, LLC United States (Delaware) 100% 


Golden Nugget Online Gaming, Inc. United States (Delaware) 100% 


Golden Nugget Online Gaming VA, LLC United States (Virginia) 90% 


Crown CA Gaming LLC United States (Delaware) 100% 


GNOG CAN Ltd. Canada (Alberta) 100% 


DK Dash LLC United States (Delaware) 100% 


DK Horse LLC United States (Delaware) 100% 


Exhibit 23.1 


Consent of Independent Registered Public Accounting Firm 


DraftKings Inc. 
Boston, Massachusetts 


We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (No. 333-237693-01 and No. 333-238051) and Form S-8 (No. 333- 
264716) of DraftKings Inc. of our reports dated February 17, 2023, relating to the consolidated financial statements and the effectiveness of DraftKings Inc.’s internal control 
over financial reporting, which appear in this Form 10-K. 


/s/ BDO USA, LLP 
Boston, Massachusetts 


February 17, 2023 


Exhibit 31.1 
Certification of Principal Executive Officer Pursuant to Exchange Act Rule 13a-14(a)/15d-14(a) as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act 
of 2002 


I, Jason D. Robins, certify that: 


1. Ihave reviewed this Annual Report on Form 10-K of DraftKings Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the 
circumstances under which such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of 
operations and cash flows of the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 
15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material 
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this 
report is being prepared; 


b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles; 


c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and 
procedures, as of the end of the period covered by this report based on such evaluation; and 


d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth 
fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit 
committee of the registrant’s board of directors (or persons performing the equivalent functions): 


a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the 
registrant’s ability to record, process, summarize and report financial information; and 


b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting. 


Date: February 17, 2023 


/s/ Jason D. Robins 


Jason D. Robins 
Chief Executive Officer and Chairman of the Board 
(Principal Executive Officer) 


Exhibit 31.2 


Certification of Principal Financial Officer Pursuant to Exchange Act Rule 13a-14(a)/15d-14(a) as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act 
of 2002 


I, Jason K. Park, certify that: 
1. Ihave reviewed this Annual Report on Form 10-K of DraftKings Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the 
circumstances under which such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of 
operations and cash flows of the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 
15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material 
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this 
report is being prepared; 


b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable 


assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting 
principles; 


c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and 
procedures, as of the end of the period covered by this report based on such evaluation; and 


d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth 
fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit 
committee of the registrant’s board of directors (or persons performing the equivalent functions): 


a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the 
registrant’s ability to record, process, summarize and report financial information; and 


b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting. 


Date: February 17, 2023 


/s/ Jason K, Park 

Jason K, Park 

Chief Financial Officer 
(Principal Financial Officer) 


Exhibit 32.1 
Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 


Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, I, Jason D. Robins, Chief Executive Officer and Chairman of the 
Board of DraftKings Inc. (the “Company”), hereby certify, that, to my knowledge: 


1. The Annual Report on Form 10-K for the period ended December 31, 2022 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), fully 
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 


2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company. 


Date: February 17, 2023 


/s/ Jason D. Robins 


Jason D. Robins 


Chief Executive Officer and Chairman of the 
Board 


(Principal Executive Officer) 


Exhibit 32.2 
Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 


Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, I, Jason K. Park, Chief Financial Officer of DraftKings Inc. (the 
“Company”), hereby certify, that, to my knowledge: 


1. The Annual Report on Form 10-K for the period ended December 31, 2022 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), fully 
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 


2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company. 


Date: February 17, 2023 


/s/ Jason K. Park 


Jason K. Park 
Chief Financial Officer 
(Principal Financial Officer) 


Execution Version 


LOAN AND SECURITY AGREEMENT 
dated as of December 20, 2022, 
among 


DRAFTKINGS INC., 
as Borrower, 


the Guarantors listed herein, 
the Lenders listed herein, 
and 


PACIFIC WESTERN BANK, 
as Administrative Agent, Collateral Agent, and Payment Agent, 


and 


CITIZENS BANK, N.A., 
as Syndication Agent, 


and 


PACIFIC WESTERN BANK and CITIZENS BANK, N.A., 
as Joint Bookrunners and Joint Lead Arrangers 
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This LOAN AND SECURITY AGREEMENT (this “Agreement’) is entered into as of December 
20, 2022, by and among PACIFIC WESTERN BANK, a California state-chartered bank (“Pacific 
Western Bank”), in its capacity as administrative agent, collateral agent, and payment agent 
(together with its successors and assigns in such capacity, ““Agent’’) for the Lenders (as defined 
below); CITIZENS BANK, N.A., a national banking association (“Citizens”), in its capacity as 
syndication agent; Pacific Western Bank and Citizens, in their capacities as joint bookrunners and 
joint lead arrangers; Pacific Western Bank, Citizens, and the lenders set forth on Schedule A hereto 
and other financial institutions who hereafter become parties to this Agreement as lenders 
(collectively, the “Lenders”, and each individually, a “Lender’’); DRAFTKINGS INC., a Nevada 
corporation (“Parent” or “Borrower”’); DRAFTKINGS HOLDINGS INC., a Nevada corporation 
(“DK NV”), DK CROWN HOLDINGS INC., a Delaware corporation (“DK DE”), CROWN 
GAMING INC., a Delaware corporation (“Crown Gaming”), CROWN DFS INC., a Delaware 
corporation (“Crown DFS”), and GOLDEN NUGGET ONLINE GAMING, INC., a Delaware 
corporation (“GNOG” and, together with DK NV, DK DE, Crown Gaming, Crown DFS, and each 
other Person that becomes a guarantor hereunder from time to time, each a “Guarantor” and, 
collectively, “Guarantors”; Borrower and Guarantors are each referred to herein as a “Loan Party” 
and, collectively, as the “Loan Parties”). 


RECITALS 


WHEREAS, Borrower wishes to obtain credit from time to time from the Lenders, and the 
Lenders desire to extend credit to Borrower. 


WHEREAS, in order to secure the prompt payment and performance of the Obligations 
hereunder, each Loan Party is granting to Agent, for the benefit of the Lenders, a first-priority Lien 
on substantially all of its assets; and 


WHEREAS, this Agreement sets forth the terms on which the Lenders will advance credit 
to Borrower and Borrower will repay the amounts owing to the Lenders. 


AGREEMENT 


NOW, THEREFORE, in consideration of the mutual covenants and agreements set forth 
herein and for other good and valuable consideration, the receipt and adequacy of which are hereby 
acknowledged, the parties hereto agree as follows: 


1. DEFINITIONS AND CONSTRUCTION. 


1.1 Definitions; Interpretive Provisions. As used in this Agreement, all 
capitalized terms shall have the definitions set forth on Exhibit A. Any term used in the Code and 
not defined herein shall have the meaning given to the term in the Code. The definitions of terms 
herein shall apply equally to the singular and plural forms of the terms defined. Whenever the 
context may require, any pronoun shall include the corresponding masculine, feminine and neuter 
forms. The words “include,” “includes” and “including” shall be deemed to be followed by the 
phrase “without limitation.” The word “will” shall be construed to have the same meaning and 
effect as the word “shall.”” Unless the context requires otherwise, (a) any definition of or reference 
to any agreement, instrument, or other document herein shall be construed as referring to such 


1 


agreement, instrument, or other document as from time to time amended, supplemented, restated, 
or otherwise modified (subject to any restrictions on such amendments, supplements, restatements, 
or modifications set forth herein), (b) any reference herein to any Person shall be construed to 
include such Person’s successors and permitted assigns, (c) the words “herein,” “hereof”, 
“hereunder,” and words of similar import shall be construed to refer to this Agreement in its 
entirety and not to any particular provision hereof, (d) all references herein to Articles, Sections, 
Exhibits and Schedules shall be construed to refer to Articles and Sections of, and Exhibits and 
Schedules to, this Agreement or the Disclosure Letter, as applicable, (e) any reference to any law 
or regulation herein shall, unless otherwise specified, refer to such law or regulation as amended, 
modified, supplemented, or amended and restated from time to time together with all rules, 
regulations and interpretations thereunder or related thereto; (f) the words “asset” and “property” 
shall be construed to have the same meaning and effect and to refer to any and all tangible and 
intangible assets and properties, including cash, securities, accounts and contract rights; and (g) 
titles of Articles and Sections in this Agreement are for convenience only and neither limit nor 
amplify the provisions of this Agreement. 


1.2 Accounting Terms. Any accounting term not specifically defined on 
Exhibit A shall be construed in accordance with GAAP and all calculations shall be made in 
accordance with GAAP. The term “financial statements” shall include the accompanying notes 
and schedules. Notwithstanding the foregoing, for purposes of determining compliance with any 
covenant (including the computation of any financial covenant) contained herein, Indebtedness of 
Loan Parties and their Subsidiaries shall be deemed to be carried at 100% of the outstanding 
principal amount thereof, and the effects of FASB ASC 825 and FASB ASC 470-20 on financial 
liabilities shall be disregarded. If Loan Parties notify Agent that Loan Parties request an 
amendment to any provision hereof to eliminate the effect of any change occurring after the date 
hereof in GAAP or in the application thereof on the operation of such provision (or if Agent 
notifies Loan Parties that the Required Lenders request an amendment to any provision hereof for 
such purpose), regardless of whether any such notice is given before or after such change in GAAP 
or in the application thereof, then the parties hereto shall negotiate in good faith to amend such 
provision to preserve the original intent thereof in light of such change in GAAP; provided that 
such provision shall be interpreted on the basis of GAAP as in effect and applied immediately 
before such change became effective until such notice is withdrawn or such provision amended in 
accordance herewith. 


1.3. Timing of Performance. When the performance of any covenant, duty or 
obligation is stated to be due or performance required on a day that is not a Business Day, the date 
of such performance shall extend to the immediately succeeding Business Day. 


2: LOAN AND TERMS OF PAYMENT. 
2:1 Credit Extensions. 


(a) Promise to Pay. Borrower hereby promises to pay to the 
Lenders, in lawful money of the United States of America, the aggregate unpaid principal amount 
of all Credit Extensions made by the Lenders to Borrower, together with interest on the unpaid 
principal amount of such Credit Extensions at rates in accordance with the terms hereof. 


(b) | Advances Under Non-Formula Revolving Line. 


(i) Amount. Subject to and upon the terms and conditions of 
this Agreement, including without limitation the Aggregate Borrowing Limit, Borrower may 
request, and the Lenders agree to make, severally and not jointly, ratably according to each 
Lender’s Non-Formula Revolving Line Commitment Amount, Non-Formula Advances in an 
aggregate outstanding principal amount not to exceed the Non-Formula Revolving Line, minus 
the Ancillary Services Usage Amount. Each Non-Formula Advance shall be in an aggregate 
principal amount of $1,000,000 or any larger multiple of $500,000. Amounts borrowed 
pursuant to this Section 2.1(b) may be repaid and reborrowed at any time prior to the Non- 
Formula Revolving Maturity Date. The proceeds of the Non-Formula Advances shall be used 
for working capital and other general corporate purposes, including, for the avoidance of doubt, 
any Acquisition or other transaction permitted hereunder. 


(ii) Payments. Interest shall accrue on the outstanding 
principal balance of Non-Formula Advances at the rate specified in Section 2.3 and will be due 
and payable on the first calendar day each month during the term hereof and on the Non-Formula 
Revolving Maturity Date. All Non-Formula Advances under this Section 2.1(b) shall be 
immediately due and payable on the Non-Formula Revolving Maturity Date. Borrower may 
prepay any Non-Formula Advances without penalty or premium. 


(iii) Form of Request. Whenever Borrower desires a Non- 
Formula Advance, Borrower will notify Agent (which notice shall be irrevocable) by email (or, 
if permitted by Agent, through the use of an E-System) no later than 12:00 Eastern time at least 
one Business Day before the proposed Non-Formula Advance is to be made. Each such 
notification shall be given by a Loan Advance/Paydown Request Form in substantially the form 
of Exhibit C. Agent is authorized to instruct the Lenders to make Non-Formula Advances under 
this Agreement based upon instructions received from an Authorized Officer of Borrower or 
without instructions if, in Agent’s discretion, such Non-Formula Advances are necessary to meet 
Obligations which have become due and remain unpaid. Agent shall be entitled to rely on any 
notice given by a person whom Agent reasonably believes to be an Authorized Officer of 
Borrower, and Borrower shall indemnify and hold Agent harmless for any damages, loss, costs 
and expenses suffered by Agent as a result of such reliance. Agent will credit the amount of 
Non-Formula Advances made under this Section 2.1(b) to Borrower’s deposit account at Agent. 


(iv) [Reserved] 
(v) Ancillary Services Sublimit. 


(A) Availability. Subject to and upon the terms and 
conditions of this Agreement, including without limitation the Aggregate Borrowing Limit, at 
any time and from time to time from the date hereof through the Business Day immediately prior 
to the Non-Formula Revolving Maturity Date, Loan Parties may request the provision of 
Ancillary Services from aLender. The aggregate limit of the Ancillary Services may not exceed 
the Ancillary Services Sublimit. Availability under the Non-Formula Revolving Line will be 
reduced by the Ancillary Services Usage Amount. 


(B) Reimbursement. Borrower shall reimburse the 
Providing Lender for Reimbursement Obligations no later than the earlier of (x) the time 
specified in the applicable Ancillary Services Agreement, or (y) with respect to Letters of Credit, 
one Business Day after payment by the Providing Lender. If the Providing Lender is not 
reimbursed in accordance with the preceding sentence, Borrower irrevocably authorizes the 
Providing Lender and Agent to treat such nonpayment as equivalent to the delivery of a Loan 
Advance Request Form in the amount of such Reimbursement Obligation and the Lenders to 
make Non-Formula Advances to Borrower in such amount, regardless of whether the conditions 
precedent to the making of Non-Formula Advances hereunder have been met. Borrower further 
authorizes Agent to credit the proceeds of such Non-Formula Advances so as to immediately 
eliminate the liability of any Loan Party for Reimbursement Obligations under the applicable 
Ancillary Services. The obligation of Borrower to reimburse the Providing Lender for 
Reimbursement Obligations shall be absolute, unconditional, and irrevocable and shall be 
performed strictly in accordance with the terms of this Agreement and the Ancillary Services 
Agreement. Borrower shall indemnify, defend, protect, and hold harmless the Providing 
Lender, Agent, and each other Lender from any loss, cost, expense, or liability, including, 
without limitation, reasonable and documented attorneys’ fees, arising out of or in connection 
with any Ancillary Services, except for losses, costs, expenses and liabilities caused by the 
Providing Lender’s, Agent’s, or other Lender’s gross negligence or willful misconduct as 
determined in a final non-appealable judgment of a court of competent jurisdiction. 


(C) Terms. Ancillary Services shall be subject to the 
terms and conditions of the applicable Ancillary Services Agreement, which Loan Parties hereby 
agree to execute in connection with any request for Ancillary Services. Loan Parties shall pay 
the Providing Lender’s standard fees in connection with Ancillary Services provided to Loan 
Parties. 


(D)  Collateralization of Obligations Extending 
Beyond Maturity. If any obligations in connection with Ancillary Services provided pursuant 
to the Ancillary Services Sublimit remain outstanding as of the Non-Formula Revolving 
Maturity Date or as of such earlier date that the Non-Formula Revolving Line is terminated, 
Borrower shall immediately Cash Collateralize such obligations in an amount not less than the 
Minimum Collateral Amount. Borrower hereby grants to Agent, for the benefit of the Providing 
Lender, and agrees to maintain a first-priority security interest in all such Cash Collateral as 
security for Borrower’s obligation to reimburse the Providing Lender or Agent, as applicable, 
for such obligations. If at any time Agent determines that Cash Collateral is subject to any right 
or claim of any Person other than Agent and the Providing Lender as herein provided, or that the 
total amount of such Cash Collateral is less than the Minimum Collateral Amount, Borrower 
will, promptly upon demand by Agent, pay or provide to Agent additional Cash Collateral in an 
amount sufficient to eliminate such deficiency. Cash Collateral (or the appropriate portion 
thereof) with respect to any Ancillary Services shall no longer be required to be held as Cash 
Collateral pursuant to this Section 2.1(b)(v)(D) following the termination of such Ancillary 
Services and the satisfaction in full of all obligations arising under or relating thereto. If 
Borrower fails to Cash Collateralize its obligations in connection with Ancillary Services as 
provided herein, then Agent or the Providing Lender may (w) debit any Loan Party’s deposit 
accounts held at Agent or the Providing Lender in an amount equal to the Minimum Collateral 
Amount for all such Ancillary Services, (x) hold such amounts in pledge and decline to honor 
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any drafts thereon or any requests by any Loan Party or any other Person to pay or otherwise 
transfer any part of such balances for so long as the applicable Ancillary Services are outstanding 
or continue, and (y) apply such amounts to satisfy Reimbursement Obligations as and when due. 


(c) [Reserved]. 


(d) Upon receipt of a Loan Advance/Paydown Request Form, Agent 
shall promptly notify each Lender of the contents thereof and of such Lender’s ratable share of 
such Credit Extension, and such Loan Advance/Paydown Request Form, once received by Agent, 
shall not thereafter be revocable by Borrower. 


(e) Not later than 12:00 P.M. (Eastern time) on the date of each Credit 
Extension, each Lender shall make available its ratable share of such Credit Extension, in Federal 
or other funds immediately available in Durham, North Carolina, to Agent at its address referred 
to in or specified pursuant to Article 10. Unless Agent determines that any applicable condition 
specified in Article 3 has not been satisfied, Agent will disburse the funds so received from the 
Lenders to Borrower. 


(f) Each Lender shall maintain, in accordance with its usual practice, 
records evidencing the indebtedness of Borrower to such Lender resulting from each Credit 
Extension made by such Lender. Agent shall maintain the Register in accordance with 
Section 12.1(c); provided that, to the extent the entries in the Register maintained in accordance 
with Section 12.1(c) conflict with the entries in the records of a Lender maintained pursuant to this 
clause (f), the entries in the Register made under Section 12.1(c) shall control and shall be 
conclusive absent manifest error. The entries made in the records maintained pursuant to this 
Clause (f) shall be prima facie evidence absent manifest error of the existence and amounts of the 
obligations recorded therein, except to the extent the entries made in the records maintained by 
any Lender pursuant to this clause (f) conflict with those entries made in the Register maintained 
by Agent pursuant to Section 12.1(c), in which case the entries in the Register shall control. Any 
failure of any Lender to maintain such records or make any entry therein, or any error therein, shall 
not in any manner affect the obligations of Borrower under this Agreement and the other Loan 
Documents; provided that no Lender shall be entitled to receive any greater payment under 
Sections 2.8 or 2.9, with respect to any obligations under the Loan Documents, than such Lender 
would have been entitled to receive under the relevant entries in the Register under Section 12.1(c). 
In the event of any conflict between the records maintained by any Lender and the records 
maintained by Agent in such matters, the records of Agent shall control in the absence of manifest 
error. 


2.2 Aggregate Borrowing Limit; Overadvances. The aggregate amount of 
outstanding Credit Extensions hereunder shall at no time exceed the Aggregate Borrowing Limit. 
If (a) the aggregate amount of the outstanding Non-Formula Advances exceeds the Non-Formula 
Revolving Line at any time or (b) the Ancillary Services Usage Amount exceeds the Ancillary 
Services Sublimit at any time, Borrower shall immediately pay in cash to Agent, for the benefit of 
the Lenders, the amount of such excess. If the aggregate amount of outstanding Credit Extensions 
hereunder exceeds the Aggregate Borrowing Limit at any time, Borrower shall immediately pay 
in cash to Agent, for the benefit of the Lenders, the amount of such excess. 


2.3 Interest Rates, Payments, and Calculations. 
(a) Interest Rates. 


(i) _Non-Formula Advances. Except as set forth in Section 
2.3(b), the Non-Formula Advances shall bear interest, on the outstanding daily balance thereof, 
at a variable annual rate equal to the greater of: (A) 1.00% above the Prime Rate then in effect: 
or (B) 5.00%. 


(b) Late Fee; Default Rate. If any payment is not made within 15 
days after the date such payment is due, Borrower shall pay Agent, for the benefit of the Lenders, 
a late fee equal to the lesser of (i) 2% of the amount of such unpaid amount or (ii) the maximum 
amount permitted to be charged under applicable law. After the occurrence and during the 
continuance of an Event of Default, all Obligations shall bear interest, upon written notice of such 
increase given by Agent, at a rate equal to two percentage points above the interest rate applicable 
immediately prior to the occurrence of the Event of Default (such rate, the “Default Rate”); 
provided that, from and after the occurrence of any Event of Default described in Section 8.5, such 
increase shall be automatic and without the requirement of any written notice from Agent. In all 
such events, and notwithstanding the date on which application of the Default Rate is 
communicated to Borrower, the Default Rate may be accrued (at the election of Agent) from the 
initial date of any Event of Default until all existing Events of Default are waived in writing in 
accordance with the terms of this Agreement. 


(c) Payments. 


(i) Interest under the Non-Formula Revolving Line shall be due 
and payable in the manner set forth in Section 2.1. Borrower authorizes Agent, at Agent’s 
option, to charge all interest, all Lender Expenses, all Periodic Payments, and any other amounts 
due and owing in accordance with the terms of this Agreement against Borrower’s deposit 
accounts or against the Non-Formula Revolving Line, in which case those amounts shall 
thereafter accrue interest at the rate then applicable hereunder. Any interest not paid when due 
shall be compounded by becoming a part of the Obligations and treated as a Credit Extension, 
and such interest shall thereafter accrue interest at the rate then applicable hereunder. 


(ii) Any voluntary prepayments of Non-Formula Advances shall 
include accrued interest thereon to the date of prepayment. Each such voluntary prepayment 
will be applied to prepay ratably the Non-Formula Advances of the Lenders. 


(iii) Any mandatory prepayments of Non-Formula Advances 
made pursuant to Section 2.3(d) will be applied to prepay ratably the Non-Formula Advances of 
the Lenders. 


(d) Mandatory Prepayments. 


(i) In the event that a Loan Party fails to obtain the Required 
Lenders’ consent to the occurrence of any of the events described in Section 7.1 or Section 7.3 
(other than Permitted Transfers) or the occurrence of a Change in Control, then, concurrently 
with the occurrence of such event, Borrower shall prepay the Credit Extensions by paying to 
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Agent, for the benefit of the Lenders: (A) all accrued and unpaid interest with respect to the 
Credit Extensions through the date the prepayment is made, (B) all unpaid principal with respect 
to the Credit Extensions, and (C) all other sums, if any, that have become due and payable 
hereunder. The provisions of this Section 2.3(d)(i) shall not be deemed to be implied consent 
to any such events described in Section 7.1 or Section 7.3, or Change in Control, otherwise 
prohibited by the terms of this Agreement. 


(ii) [Reserved]. 


(iii) Promptly, and in any event within three (3) Business Days 
after the date of incurrence by any Loan Party or any Subsidiary of any Indebtedness (other than 
Permitted Indebtedness), Borrower shall prepay the Credit Extensions in an amount equal to 
100% of the net cash proceeds received by such Person in connection with such incurrence. The 
provisions of this Section 2.3(d)(iii) shall not be deemed to be implied consent to any such 
incurrence otherwise prohibited by the terms of this Agreement. 


(iv) Anything contained in this Section 2.3(d) to the contrary 
notwithstanding, if this Section 2.3(d) requires Borrower to make a prepayment (a “Waivable 
Mandatory Prepayment”), then, not less than three Business Days prior to the date on which 
Borrower must make such Waivable Mandatory Prepayment (the “Required Prepayment Date”), 
Borrower shall notify Agent and the Lenders of the amount of such prepayment and each 
Lender’s option to elect not to receive its Pro Rata Share of such Waivable Mandatory 
Prepayment. Each such Lender may exercise such option by giving written notice to Borrower 
and Agent of its election to do so on or before the Business Day prior to the Required Prepayment 
Date (it being understood that any Lender that does not notify Borrower and Agent of its election 
to exercise such option on or before the Business Day prior to the Required Prepayment Date 
shall be deemed to have elected, as of such date, not to exercise such option). On the Required 
Prepayment Date, Borrower shall pay to Agent the amount of the Waivable Mandatory 
Prepayment, which amount shall (A) be applied in an amount equal to that portion of the 
Waivable Mandatory Prepayment payable to those Lenders that have elected not to exercise such 
option, to prepay the Credit Extensions of such Lenders, and (B) to the extent of any excess, 
returned to Borrower. 


(e) Computation. In the event that the Prime Rate is changed from 
time to time hereafter, the applicable rate of interest hereunder shall be increased or decreased, 
effective as of the day the Prime Rate is changed, by an amount equal to such change in the Prime 
Rate. All interest chargeable under the Loan Documents shall be computed on the basis of a three 
hundred sixty (360)-day year for the actual number of days elapsed. 


2.4 General Provisions as to Payments. 


(a) Payments by Borrower. All payments made by Borrower under 
this Agreement and the other Loan Documents shall be made without condition or deduction for 
any counterclaim, defense, recoupment or setoff. All such payments shall be made to Agent, at 
its address referred to in or specified pursuant to Article 10, not later than 12:00 P.M. (Eastern 
time) on the date when due in funds immediately available in Durham, North Carolina. All 
amounts received by Agent after such time on any date shall be deemed to have been received on 
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the next succeeding Business Day, and any applicable interest or fees shall continue to accrue until 
such next succeeding Business Day. Agent will distribute to each applicable Lender its ratable 
share of each such payment received by Agent in accordance with Section 15.9(a). If any 
payment to be made by Borrower falls due on a day that is not a Business Day, payment shall be 
made on the next succeeding Business Day, and such extension of time shall be reflected in 
computing interest or fees, as the case may be; provided that, if such next succeeding Business 
Day would fall after the applicable maturity date, payment shall be made on the immediately 
preceding Business Day. Except as otherwise expressly provided herein, all payments hereunder 
or under any other Loan Document shall be made in U.S. Dollars. 


(b) Application of Payments; Insufficient Payments. All 
payments of principal and interest in respect of outstanding Credit Extensions, all payments of 
fees, and all other payments in respect of any other Obligations will be allocated by Agent among 
Agent and the Lenders, as applicable, in proportion to their respective Pro Rata Shares of amounts 
of such principal, interest, fees or other Obligations owed to them respectively, except as otherwise 
as provided in this Agreement. Subject to Section 9.2, if at any time insufficient funds are 
received by and available to Agent to pay fully all amounts of principal, interest, fees and other 
amounts then due hereunder, such funds shall be applied (i) first, to pay interest and fees then due 
hereunder, ratably among the parties entitled thereto in accordance with the amounts of interest 
and fees then due to such parties, and (ii) second, to pay principal, unpaid Reimbursement 
Obligations, and other amounts then due hereunder, ratably among the parties entitled thereto in 
accordance with the amounts of principal, unpaid Reimbursement Obligations, and other amounts, 
as applicable, then due to such parties. 


(c) Presumptions by Agent. Unless Agent has received notice from 
Borrower prior to the date on which any payment is due to Agent for the account of the Lenders 
hereunder that Borrower will not make such payment, Agent may assume that Borrower has made 
such payment on such date in accordance herewith and may, in reliance upon such assumption, 
distribute to the Lenders the amount due. In such event, if Borrower has not in fact made such 
payment, then each Lender severally agrees to repay to Agent forthwith on demand the amount so 
distributed to such Lender, with interest thereon, for each day from and including the date such 
amount is distributed to it to but excluding the date of payment to Agent, at the greater of the 
Federal Funds Rate and a rate determined by Agent in accordance with banking industry rules on 
interbank compensation. 


2:5 Fees. 


(a) Facility Fee. On or before the Closing Date, Borrower shall pay 
to Agent, for the benefit of the Lenders, the fees specified in the Fee Letter, which shall be 
nonrefundable. 


(b) Lender Expenses. On the Closing Date, Borrower shall pay to 
Agent, for the benefit of itself and the Lenders, all Lender Expenses incurred through the Closing 
Date. After the Closing Date, Borrower shall pay to Agent, for the benefit of itself and the 
Lenders, all Lender Expenses, as and when they become due. 


(c) Unused Revolving Facility Fee. Payable quarterly in arrears, on 
the first day of each calendar quarter prior to the Non-Formula Revolving Maturity Date and on 
the Non-Formula Revolving Maturity Date, Borrower shall pay to Agent, for the benefit of the 
Lenders with Non-Formula Revolving Line Commitments, a nonrefundable unused commitment 
fee equal to the product of (i) any unused portion of the Non-Formula Revolving Line 
Commitments, multiplied by (ii) twenty-five hundredths percent (0.25%) per annum. The unused 
portion of the Non-Formula Revolving Line Commitments, for purposes of this calculation, shall 
equal the difference between (x) the Non-Formula Revolving Line minus the Ancillary Services 
Usage Amount, and (y) the average daily closing balance of outstanding Non-Formula Advances 
during the applicable period. 


2.6 Term. This Agreement shall become effective on the Closing Date and, 
subject to Section 12.7, shall continue in full force and effect for so long as any Obligations (other 
than inchoate indemnity obligations) remain outstanding or a Lender has any obligation to make 
Credit Extensions under this Agreement. Notwithstanding the foregoing, the Lenders shall have 
the right to terminate their obligation to make Credit Extensions under this Agreement immediately 
and without notice upon the occurrence and during the continuance of an Event of Default. Upon 
indefeasible payment in full in Cash of the Obligations (other than inchoate indemnity obligations) 
in their entirety, Borrower may terminate this Agreement upon three (3) Business Days’ written 
notice to Agent. Following such indefeasible payment in full in Cash of the Obligations (other 
than inchoate indemnity obligations) in their entirety, and at such time as the Lenders’ obligation 
to make Credit Extensions has terminated, Agent shall, at Borrower’s sole cost and expense, and 
upon receipt of a written request from Borrower to do so, release its Liens in the Collateral, and 
all rights therein shall revert to the Loan Parties. 


2.7 [Reserved]. 


2.8 Increased Costs. 
(a) Increased Costs Generally. If any change in Applicable Laws: 


(i) | imposes, modifies or deems applicable any reserve, special 
deposit, compulsory loan, insurance charge or similar requirement against assets of, deposits 
with or for the account of, or credit extended or participated in by, any Lender; or 


(ii) subjects any Lender to any Taxes (other than (A) 
Indemnified Taxes, (B) Taxes described in clauses (b) through (d) of the definition of Excluded 
Taxes, and (C) Connection Income Taxes) on its advances, loans, loan principal, letters of credit, 
commitments, or other obligations, or its deposits, reserves, other liabilities or capital attributable 
thereto; or 


(iii) imposes on any Lender any other condition, cost or expense 
(other than Taxes) affecting this Agreement or Credit Extensions made by such Lender; 


and the result of any of the foregoing shall be to increase the cost to such Lender of making, 


converting to, continuing or maintaining any Credit Extension or of maintaining its obligation to 
make any such Credit Extension or to reduce the amount of any sum received or receivable by 
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such Lender hereunder (whether of principal, interest or any other amount), then, upon request of 
such Lender, Borrower will pay to such Lender such additional amount or amounts as will 
compensate such Lender for such additional costs incurred or reduction suffered (such 
determination to be made using the same reasonable methodology that the affected party applies 
in making such determination in similar facilities with similarly situated counterparties). 


(b) Capital or Liquidity Requirements. If any Lender determines 
that any change in Applicable Laws affecting such Lender or any Lending Office of such Lender 
or such Lender’s holding company, if any, regarding capital or liquidity requirements has or would 
have the effect of materially reducing the rate of return on such Lender’s capital or on the capital 
of such Lender’s holding company, if any, as a consequence of this Agreement, the Commitments 
of such Lender or the Credit Extensions made by such Lender, to a level below that which such 
Lender or such Lender’s holding company could have achieved but for such change in Applicable 
Laws (taking into consideration such Lender’s policies and the policies of such Lender’s holding 
company with respect to capital adequacy), then from time to time Borrower will pay to such 
Lender such additional amount or amounts as will compensate such Lender or such Lender’s 
holding company for any such reduction suffered (such determination to be made using the same 
reasonable methodology that the affected party applies in making such determination in similar 
facilities with similarly situated counterparties). 


(c) Certificates for Reimbursement. A certificate of a Lender 
setting forth the amount or amounts necessary to compensate such Lender or its holding company, 
as the case may be, as specified in paragraph (a) or (b) of this Section 2.8 and delivered to Borrower 
shall be conclusive absent manifest error. Borrower shall pay such Lender the amount shown as 
due on any such certificate within ten (10) Business Days after receipt thereof. 


(d) Delay in Requests. Failure or delay on the part of any Lender to 
demand compensation pursuant to this Section shall not constitute a waiver of such Lender’s right 
to demand such compensation; provided that Borrower shall not be required to compensate a 
Lender pursuant to this Section for any increased costs incurred or reductions suffered more than 
one hundred eighty (180) days prior to the date that such Lender notifies Borrower of the change 
in Applicable Laws giving rise to such increased costs or reductions and of such Lender’s intention 
to claim compensation therefor (except that, if the change in Applicable Laws giving rise to such 
increased costs or reductions is retroactive, then the one hundred eighty (180)-day period referred 
to above shall be extended to include the period of retroactive effect thereof). 


2.9 Taxes. 


(a) Defined Terms. For purposes of this Section, the term 
“applicable Law” includes FATCA. 


(b) | Payment Free of Taxes. Any and all payments by or on account 
of any obligation of any Loan Party under any Loan Document shall be made without deduction 
or withholding for any Taxes, except as required by Applicable Law. If any Applicable Law (as 
determined in the good faith discretion of an applicable Withholding Agent) requires the deduction 
or withholding of any Tax from any such payment by a Withholding Agent, then the applicable 
Withholding Agent shall be entitled to make such deduction or withholding and shall timely pay 
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the full amount deducted or withheld to the relevant Governmental Authority in accordance with 
Applicable Law and, if such Tax is an Indemnified Tax, then the sum payable by the applicable 
Loan Party shall be increased as necessary so that, after such deduction or withholding has been 
made (including such deductions and withholdings applicable to additional sums payable under 
this Section 2.9), the applicable Recipient receives an amount equal to the sum it would have 
received had no such deduction or withholding been made. 


(c) Payment of Other Taxes by Loan Parties. The Loan Parties 
shall timely pay to the relevant Governmental Authority in accordance with Applicable Law, or at 
the option of Agent timely reimburse it for the payment of, any Other Taxes. 


(d) Indemnification by Loan Parties. The Loan Parties shall 
jointly and severally indemnify each Recipient, within ten (10) Business Days after written 
demand therefor, for the full amount of any Indemnified Taxes (including Indemnified Taxes 
imposed or asserted on or attributable to amounts payable under this Section 2.9) payable or paid 
by such Recipient or required to be withheld or deducted from a payment to such Recipient and 
any reasonable and documented expenses arising therefrom or with respect thereto, whether or not 
such Indemnified Taxes were correctly or legally imposed or asserted by the relevant 
Governmental Authority. A certificate as to the amount of such payment or liability delivered to 
Borrower by a Lender (with a copy to Agent), or by Agent on its own behalf or on behalf of a 
Lender, shall be conclusive absent manifest error. 


(e) Indemnification by Lenders. Each Lender shall severally 
indemnify Agent, within ten (10) days after demand therefor, for (i) any Indemnified Taxes 
attributable to such Lender (but only to the extent that any Loan Party has not already indemnified 
Agent for such Indemnified Taxes and without limiting the obligation of Loan Parties to do so), 
(ii) any Taxes attributable to such Lender’s failure to comply with the provisions of Section 12.1(d) 
relating to the maintenance of a Participant Register, and (iii) any Excluded Taxes attributable to 
such Lender, in each case, that are payable or paid by Agent in connection with any Loan 
Document, and any reasonable expenses arising therefrom or with respect thereto, whether or not 
such Taxes were correctly or legally imposed or asserted by the relevant Governmental Authority. 
A certificate as to the amount of such payment or liability delivered to any Lender by Agent shall 
be conclusive absent manifest error. Each Lender hereby authorizes Agent to set off and apply 
any and all amounts at any time owing to such Lender under any Loan Document or otherwise 
payable by Agent to such Lender from any other source against any amount due to Agent under 
this Section 2.9(e). 


(f) Evidence of Payments. As soon as reasonably practicable after 
any payment of Taxes by any Loan Party to a Governmental Authority pursuant to this Section 
2.9, such Loan Party shall deliver to Agent the original or a certified copy of a receipt issued by 
such Governmental Authority evidencing such payment, a copy of the return reporting such 
payment or other evidence of such payment reasonably satisfactory to Agent. 


(g) Status of Lenders. 


(i) Any Lender that is entitled to an exemption from or 
reduction of withholding Tax with respect to payments made under any Loan Document shall 
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deliver to Borrower and Agent, at the time or times reasonably requested by Borrower or Agent, 
such properly completed and executed documentation reasonably requested by Borrower or 
Agent as will permit such payments to be made without withholding or at a reduced rate of 
withholding. In addition, any Lender, if reasonably requested by Borrower or Agent, shall 
deliver such other documentation prescribed by applicable Law or reasonably requested by 
Borrower or Agent as will enable Borrower or Agent to determine whether or not such Lender 
is subject to backup withholding or information reporting requirements. Notwithstanding 
anything to the contrary in the preceding two (2) sentences, the completion, execution and 
submission of such documentation (other than such documentation set forth in Sections 
2.9(g)(ii)(A), (ii)(B) and (ii)(D) below) shall not be required if in such Lender’s reasonable 
judgment such completion, execution or submission would subject such Lender to any material 
unreimbursed cost or expense or would materially prejudice the legal or commercial position of 
such Lender. 


(ii) Without limiting the generality of the foregoing, in the event 
that Borrower is a U.S. Person: 


(A) any Lender that is a U.S. Person shall deliver to 
Borrower and Agent on or prior to the date on which such Lender becomes a Lender under this 
Agreement (and from time to time thereafter upon the reasonable request of Borrower or Agent) 
executed copies of IRS Form W-9 certifying that such Lender is exempt from U.S. federal 
backup withholding tax; 


(B) any Foreign Lender shall, to the extent it is legally 
entitled to do so, deliver to Borrower and Agent (in such number of copies as shall be requested 
by the Recipient) on or prior to the date on which such Foreign Lender becomes a Lender under 
this Agreement (and from time to time thereafter upon the reasonable request of Borrower or 
Agent), whichever of the following is applicable: 


(1) in the case of a Foreign Lender claiming the 
benefits of an income tax treaty to which the United States is a party (1) with respect to payments 
of interest under any Loan Document, executed copies of IRS Form W-8BEN (or IRS Form W- 
8BEN-E, if applicable) establishing an exemption from, or reduction of, U.S. federal withholding 
Tax pursuant to the “interest” article of such tax treaty and (II) with respect to any other 
applicable payments under any Loan Document, IRS Form W-8BEN (or IRS Form W-8BEN-E, 
if applicable) establishing an exemption from, or reduction of, U.S. federal withholding Tax 
pursuant to the “business profits” or “other income” article of such tax treaty; 


(2) executed copies of IRS Form W-8ECI; 


(3) in the case of a Foreign Lender claiming the 
benefits of the exemption for portfolio interest under Section 881(c) of the IRC, (1) a certificate 
substantially in the form of Exhibit E-1 to the effect that such Foreign Lender is not a “bank” 
within the meaning of Section 881(c)(3)(A) of the IRC, a “10 percent shareholder” of Borrower 
within the meaning of Section 881(c)(3)(B) of the IRC, or a “controlled foreign corporation” 
related to Borrower described in Section 881(c)(3)(C) of the IRC (a “U.S. Tax Compliance 
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Certificate”) and (Il) executed copies of IRS Form W-8BEN or IRS Form W-8BEN-E, as 
applicable; or 


(4) to the extent a Foreign Lender is not the 
beneficial owner, executed copies of IRS Form W-8IMY, accompanied by IRS Form W-8ECI, 
IRS Form W-8BEN or IRS Form W-8BEN-E, as applicable, a U.S. Tax Compliance Certificate 
substantially in the form of Exhibit E-2 or Exhibit E-3, IRS Form W-9, and/or other certification 
documents from each beneficial owner, as applicable; provided that, if the Foreign Lender is a 
partnership and one or more direct or indirect partners of such Foreign Lender are claiming the 
portfolio interest exemption, such Foreign Lender may provide a U.S. Tax Compliance 
Certificate substantially in the form of Exhibit E-4 on behalf of each such direct and indirect 
partner; 


(C) any Foreign Lender shall, to the extent it is legally 
entitled to do so, deliver to Borrower and Agent (in such number of copies as shall be requested 
by the recipient) on or prior to the date on which such Foreign Lender becomes a Lender under 
this Agreement (and from time to time thereafter upon the reasonable request of Borrower or 
Agent), executed copies of any other form prescribed by applicable Law as a basis for claiming 
exemption from or a reduction in U.S. federal withholding Tax, duly completed, together with 
such supplementary documentation as may be prescribed by applicable Law to permit Borrower 
or Agent to determine the withholding or deduction required to be made; and 


(D) if a payment made to a Lender under any Loan 
Document would be subject to U.S. federal withholding Tax imposed by FATCA if such Lender 
were to fail to comply with the applicable reporting requirements of FATCA (including those 
contained in Section 1471(b) or 1472(b) of the IRC, as applicable), such Lender shall deliver to 
Borrower and Agent at the time or times prescribed by Applicable Law and at such time or times 
reasonably requested by Borrower or Agent such documentation prescribed by applicable Law 
(including as prescribed by Section 1471(b)(3)(C)(i) of the IRC) and such additional 
documentation reasonably requested by Borrower or Agent as may be necessary for Borrower 
and Agent to comply with their obligations under FATCA and to determine that such Lender has 
complied with such Lender’s obligations under FATCA or to determine the amount to deduct 
and withhold from such payment. Solely for purposes of this clause (D), “FATCA” shall 
include any amendments made to FATCA after the date of this Agreement. 


Each Lender agrees that, if any form or certification it previously delivered expires or becomes 
obsolete or inaccurate in any respect, it shall update such form or certification or promptly notify 
Borrower and Agent in writing of its legal inability to do so. 


(h) Treatment of Certain Refunds. If any party determines, in its 
sole discretion exercised in good faith, that it has received a refund of any Taxes as to which it has 
been indemnified pursuant to this Section 2.9 (including by the payment of additional amounts 
pursuant to this Section 2.9), it shall pay to the indemnifying party an amount equal to such refund 
(but only to the extent of indemnity payments made under this Section 2.9 with respect to the 
Taxes giving rise to such refund), net of all out-of-pocket expenses (including Taxes) of such 
indemnified party and without interest (other than any interest paid by the relevant Governmental 
Authority with respect to such refund). Such indemnifying party, upon the request of such 


13 


indemnified party, shall repay to such indemnified party the amount paid over pursuant to this 
paragraph (h) (plus any penalties, interest or other charges imposed by the relevant Governmental 
Authority) in the event that such indemnified party is required to repay such refund to such 
Governmental Authority. Notwithstanding anything to the contrary in this paragraph (h), in no 
event will the indemnified party be required to pay any amount to an indemnifying party pursuant 
to this paragraph (h) the payment of which would place the indemnified party in a less favorable 
net after-Tax position than the indemnified party would have been in if the indemnification 
payments or additional amounts giving rise to such refund had never been paid. This paragraph 
shall not be construed to require any indemnified party to make available its Tax returns (or any 
other information relating to its Taxes that it deems confidential) to the indemnifying party or any 
other Person. 


(i) Survival. Each party’s obligations under this Section 2.9 shall 
survive the resignation or replacement of Agent or any assignment of rights by, or the replacement 
of, a Lender, the termination of the Commitments and the repayment, satisfaction or discharge of 
all obligations under any Loan Document. 


2.10 Defaulting Lender. Anything contained herein to the contrary 
notwithstanding, in the event that any Lender becomes a Defaulting Lender, then, until such time 
as such Lender is no longer a Defaulting Lender, to the extent permitted by Applicable Laws: 


(a) such Defaulting Lender’s right to approve or disapprove any 
amendment, waiver or consent with respect to this Agreement shall be restricted as set forth in 
Section 12.5(b); 


(b) —_ until such time as the Defaulting Lender shall have fulfilled all of 
its obligations hereunder to fund Credit Extensions, 


(i) any voluntary prepayment of the Credit Extensions shall, if 
Agent so directs at the time of making such voluntary prepayment, be applied to the applicable 
Credit Extensions of other Lenders as if such Defaulting Lender had none of the applicable Credit 
Extensions outstanding, and 


(ii) any mandatory prepayment of the Credit Extensions shall, if 
Agent so directs at the time of making such mandatory prepayment, be applied to the Credit 
Extensions of other Lenders (but not to the Credit Extensions of such Defaulting Lender) as if 
such Defaulting Lender had funded all Credit Extensions that it failed to fund, 


it being understood and agreed that any portion of any mandatory prepayment of the Credit 
Extensions that is not paid to such Defaulting Lender solely as a result of the operation of the 
provisions of this clause (b) shall be paid to the non-Defaulting Lenders on a ratable basis; 


(c) no Defaulting Lender shall be entitled to receive any unused 
commitment fee payable under Section 2.5 for any period during which that Lender is a Defaulting 
Lender (and Borrower shall not be required to pay any such fee that otherwise would have been 
required to have been paid to that Defaulting Lender); and 
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(d) the aggregate principal balance of the Credit Extensions as at any 
date of determination shall be calculated as if such Defaulting Lender had funded all Credit 
Extensions that it failed to fund. 


No Commitment of any Lender shall be increased or otherwise affected, and, except as otherwise 
expressly provided in this Section 2.10, performance by the Loan Parties of their respective 
obligations hereunder and the other Loan Documents shall not be excused or otherwise modified 
as a result of any Defaulting Lender’s failure to fund a Credit Extension or the operation of this 
Section 2.10. 


If Borrower and Agent agree in writing that a Lender is no longer a Defaulting Lender, Agent will 
so notify the parties hereto, whereupon as of the effective date specified in such notice and subject 
to any conditions set forth therein, that Lender will, to the extent applicable, purchase at par that 
portion of outstanding Credit Extensions of the other Lenders or take such other actions as Agent 
may determine to be necessary to cause the Credit Extensions to be held pro rata by the Lenders 
in accordance with the Commitments under the applicable loan facility, whereupon such Lender 
will cease to be a Defaulting Lender; provided that no adjustments will be made retroactively with 
respect to fees accrued or payments made by or on behalf of Borrower while that Lender was a 
Defaulting Lender; and provided, further, that, except to the extent otherwise expressly agreed by 
the affected parties, no change hereunder from Defaulting Lender to Lender will constitute a 
waiver or release of any claim of any party hereunder arising from that Lender’s having been a 
Defaulting Lender. 


2.11 Mitigation of Obligations; Removal or Replacement of a Lender. 


(a) If any Lender requests compensation under Section 2.8 or requires 
Borrower to pay any Indemnified Taxes or additional amounts to any Lender or any Governmental 
Authority for the account of any Lender pursuant to Section 2.9, then such Lender shall (at the 
request of Borrower) use reasonable efforts to designate a different Lending Office for funding or 
booking its Credit Extensions hereunder or to assign its rights and obligations hereunder to another 
of its offices, branches or Affiliates, if, in the reasonable judgment of such Lender, such 
designation or assignment (i) would eliminate or reduce amounts payable pursuant to Section 2.8 
or Section 2.9, as the case may be, in the future, and (ii) would not subject such Lender to any 
unreimbursed cost or expense and would not otherwise be disadvantageous to such Lender. 
Borrower hereby agrees to pay all reasonable and documented costs and expenses incurred by any 
Lender in connection with any such designation or assignment. 


(b) In the event that: (i) (A) any Lender requests compensation under 
Section 2.8, or if Borrower is required to pay any Indemnified Taxes or additional amounts to any 
Lender or to any Governmental Authority for the account of any Lender pursuant to Section 2.9 
and, in each case, such Lender has declined or is unable to designate a different Lending Office in 
accordance with Section 2.11(a), (B) the circumstances which entitle such Lender to receive such 
payments remain in effect, and (C) such Lender shall fail to withdraw such notice within five (5) 
Business Days after Borrower’s request for such withdrawal (such Lender, an “Increased-Cost 
Lender”); or (ii) any Lender is a Defaulting Lender and has failed to cure the default as a result of 
which it has become a Defaulting Lender within five (5) Business Days after Borrower’s request 
that it cure such default; or (iii) any Lender is a Non-Consenting Lender; then, with respect to each 
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such Increased-Cost Lender, Defaulting Lender, or Non-Consenting Lender (the “Terminated 
Lender”), Borrower may, at its sole expense and effort, upon notice to such Terminated Lender 
and Agent, require such Terminated Lender to assign and delegate, without recourse, its 
outstanding Credit Extensions and its Commitments, if any, in full to one or more Eligible 
Assignees (each, a “Replacement Lender”) in accordance with the provisions of Section 12.1; 
provided that (A) on the date of such assignment, the Replacement Lender pays to the Terminated 
Lender an amount equal to the sum of (1) the principal of, and all accrued interest on, all 
outstanding Credit Extensions of the Terminated Lender and (2) all accrued but theretofore unpaid 
fees owing to such Terminated Lender pursuant to Section 2.5; (B) on the date of such assignment, 
Borrower pays (1) any amounts payable to such Terminated Lender pursuant to Section 2.8 or 
Section 2.9 or under any other Loan Document and (2) the assignment fee (if any) specified in 
Section 12.1 to Agent; (C) in the case of any such assignment resulting from a claim for 
compensation under Section 2.8 or payments required to be made pursuant to Section 2.9, such 
assignment will result in a reduction in such compensation or payments thereafter; (D) such 
assignment does not conflict with Applicable Law; and (E) in the event that such Terminated 
Lender is a Non-Consenting Lender, the Replacement Lender consents, at the time of such 
assignment, to each matter in respect of which such Terminated Lender was a Non-Consenting 
Lender. Each Terminated Lender agrees that such Terminated Lender shall, promptly after 
receipt of written notice of such option, execute and deliver all documentation necessary to 
effectuate such assignment in accordance with Section 12.1. In the event that the Terminated 
Lender fails to execute an Assignment and Assumption pursuant to Section 12.1 within five (5) 
Business Days after receipt by the Terminated Lender of notice of replacement pursuant to this 
Section 2.11 and presentation to such Terminated Lender of an Assignment and Assumption 
evidencing an assignment pursuant to this Section 2.11, the Terminated Lender shall be deemed 
to have executed and delivered such Assignment and Assumption, and, upon the execution and 
delivery of Assignment and Assumption by the Replacement Lender and Agent, such Assignment 
and Assumption shall be effective for purposes of this Section 2.11 and Section 12.1. Upon the 
prepayment of all amounts owing to any Terminated Lender and the termination of such 
Terminated Lender’s Commitments, if any, such Terminated Lender shall no longer constitute a 
“Lender” for purposes hereof; provided that any rights of such Terminated Lender to 
indemnification hereunder shall survive as to such Terminated Lender. 


2.12 Erroneous Payments. 


(a) Each Lender hereby agrees that (i) if Agent notifies such Lender 
that Agent has determined in its sole discretion that any funds received by such Lender from Agent 
or any of its Affiliates were erroneously transmitted to, or otherwise erroneously or mistakenly 
received by, such Lender (whether or not known to such Lender (whether as a payment, 
prepayment or repayment of principal, interest, fees or otherwise), individually and collectively, 
an “Erroneous Payment”) and demands the return of such Erroneous Payment (or a portion 
thereof), such Lender shall promptly, but in no event later than two Business Days thereafter, 
return to Agent the amount of any such Erroneous Payment (or portion thereof) received by such 
Lender as to which such a demand was made, in same day funds (in the currency so received), 
together with interest thereon in respect of each day from and including the date such Erroneous 
Payment (or portion thereof) was received by such Lender to the date such amount is repaid to 
Agent in same day funds at the greater of the overnight bank funding rate and a rate determined 
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by Agent in accordance with banking industry rules on interbank compensation from time to time 
in effect, and (ii) such Lender shall not assert any right or claim to the Erroneous Payment, and 
hereby waives any claim, counterclaim, defense or right of set-off or recoupment with respect to 
any demand, claim or counterclaim by Agent for the return of any Erroneous Payments received, 
including without limitation waiver of any defense based on “discharge for value” or any similar 
doctrine. A notice of Agent to any Lender under this clause (a) shall be conclusive, absent 
manifest error. 


(b) Without limiting immediately preceding clause (a), each Lender 
hereby further agrees that, if it receives an Erroneous Payment from Agent (or any of its Affiliates) 
(i) that is in an amount different than (other than a de minimis difference), or on a different date 
from, that specified in a notice of payment sent by Agent (or any of its Affiliates) with respect to 
such Erroneous Payment (an “Erroneous Payment Notice”), or (ii) that was not preceded or 
accompanied by an Erroneous Payment Notice, it shall be on notice that, in each such case, an 
error has been made with respect to such Erroneous Payment. Each Lender further agrees that, in 
each such case, or if it otherwise becomes aware an Erroneous Payment (or portion thereof) may 
have been sent in error, such Lender shall promptly notify Agent of such occurrence and, upon 
demand from Agent, it shall promptly, but in no event later than one (1) Business Day thereafter, 
return to Agent the amount of any such Erroneous Payment (or portion thereof) that was received 
by such Lender to the date such amount is repaid to Agent in same day funds at the greater of the 
overnight bank funding rate and a rate determined by Agent in accordance with banking industry 
rules on interbank compensation from time to time in effect. 


(c) Borrower and each other Loan Party hereby agrees that (i) in the 
event an Erroneous Payment (or portion thereof) is not recovered from any Lender that has 
received such Erroneous Payment (or portion thereof) for any reason, Agent shall be subrogated 
to all of the rights of such Lender with respect to such amount and (ii) an Erroneous Payment shall 
not pay, prepay, repay, discharge or otherwise satisfy any Obligations owed by Borrower or any 
other Loan Party, except, in each case, to the extent that such Erroneous Payment is, and solely 
with respect to the amount of such Erroneous Payment that is, comprised of funds of Borrower or 
any other Loan Party. 


(d) — Each party’s obligations under this Section 2.12 shall survive the 
resignation or replacement of Agent or any transfer of rights or obligations by, or the replacement 
of, a Lender, the termination of the Commitments or the repayment, satisfaction or discharge of 
all Obligations (or any portion thereof) under any Loan Document. 


ai CONDITIONS OF LOANS. 
3.1 Conditions Precedent to Closing. The agreement of Agent and the 
Lenders to enter into this Agreement on the Closing Date is subject to the condition precedent that 
Agent and the Lenders shall have received, in form and substance satisfactory to Agent and the 
Lenders, each of the following items and completed each of the following requirements: 


(a) this Agreement, duly executed by each Loan Party; 
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(b) | aPromissory Note with respect to the Non-Formula Advances for 
each Lender, duly executed by Borrower; 


(c) an officer’s certificate of each Loan Party with respect to (i) the 
certificate or articles of incorporation, organization or formation (as applicable) and bylaws or 
operating agreements (as applicable), (ii) incumbency and (iii) resolutions authorizing the 
execution and delivery of this Agreement and the other Loan Documents; 


(d) | Uniform Commercial Code financing statements in such form and 
for filing in such jurisdictions as Agent or any Lender may request with respect to each Loan Party; 


(e) an Intellectual Property Security Agreement, duly executed by 
each Loan Party; 


(f) payment of the fees and Lenders Expenses then due specified in 
Section 2.5, which may be debited from Borrower’s accounts with Agent; 


(g) current SOS Reports indicating that, except for Permitted Liens, 
there are no other security interests or Liens of record in the Collateral; 


(h) current quarterly and annual financial statements consistent with 
the requirements of Section 6.2; 


(i) a current Compliance Certificate in accordance with Section 6.2; 


(j) evidence that the insurance policies required by Section 6.5 hereof 
are in full force and effect, together with appropriate evidence showing loss payable and additional 
insured clauses or endorsements in favor of Agent (for the benefit of Agent and the Lenders, as 
their interests may appear); 


(k) (i) a Borrower Information Certificate from each Loan Party, (ii) 
a Beneficial Ownership Certification from each Loan Party to each Lender and Agent, and (iii) an 
entity organizational structure chart of Borrower and its Subsidiaries; 


(I) an account control agreement, duly executed by Citizens and each 
other depository bank or securities intermediary through which a Loan Party maintains cash or 
financial assets (other than, for the avoidance of doubt, Player Deposits) in an amount greater than 
$50,000,000; 


(m) — alegal opinion from the Loan Parties’ counsel: 

(n) all consents of each Loan Party’s Board, managers, members, 
equity holders and third parties necessary, if any, in connection with such Loan Party’s execution, 
delivery and performance of this Agreement and the other Loan Documents and the transactions 
contemplated thereby; 


(0) certificates of existence and good standing with respect to each 
Loan Party from the state in which such Loan Party is organized and from each additional state 
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where such Loan Party is required to be qualified to do business, except where failure to be so 
qualified would not reasonably be expected to have a Material Adverse Effect with respect to such 
Loan Party, in each case dated as of a date no earlier than thirty (30) days prior to the Closing 
Date; 


(p) acertificate of an officer of the Loan Parties confirming that the 
representations and warranties contained in Article 5 and in each other Loan Document are true 
and correct in all material respects on and as of the Closing Date (provided, however, that those 
representations and warranties expressly referring to an earlier date shall have been true and correct 
in all material respects as of such date, and, provided, further, that any representation or warranty 
that contains a materiality qualification therein shall be true and correct in all respects), and no 
Event of Default has occurred and is continuing or would exist immediately after giving effect to 
the Loan Documents on the Closing Date; and 


(q) — suchother documents or certificates, and completion of such other 
matters, as Agent or a Lender may reasonably request. 


3.2 Conditions Precedent to all Credit Extensions. The obligation of the 
Lenders to make each Credit Extension, including the initial Credit Extension, is contingent upon 
the Loan Parties’ compliance with Section 3.1 above, and is further subject to the following 
conditions: 


(a) _ timely receipt by Agent of a Loan Advance/Paydown Request 
Form as provided in Section 2.1; 


(b) there has not been an event or circumstance that would reasonably 
be expected to result in a Material Adverse Effect; and 


(c) the representations and warranties contained in Article 5 shall be 
true and correct in all material respects on and as of the date of such Loan Advance/Paydown 
Request Form and on the effective date of each Credit Extension as though made at and as of each 
such date (provided, however, that those representations and warranties expressly referring to 
another date shall be true and correct in all material respects as of such date, and, provided, further, 
that any representation or warranty that contains a materiality qualification therein shall be true, 
correct and complete in all respects), and no Event of Default shall have occurred and be 
continuing, or would exist after giving effect to such Credit Extension. The making of each Credit 
Extension shall be deemed to be a representation and warranty by the Loan Parties on the date of 
such Credit Extension as to the accuracy of the facts referred to in this Section 3.2. 


4. CREATION OF SECURITY INTEREST. 


4.1 Grant of Security Interest. Each Loan Party grants and pledges to Agent, 
for the benefit of the Lenders and the Providing Lenders, a continuing security interest in the 
Collateral to secure prompt repayment of any and all Obligations and to secure prompt 
performance by each Loan Party of each of the Loan Parties’ covenants and duties under the Loan 
Documents. Except for Permitted Liens or as disclosed on Schedule 4.1 of the Disclosure Letter, 
such security interest constitutes a valid, first-priority security interest in the presently existing 
Collateral and will constitute a valid, first-priority security interest in later-acquired Collateral. 
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Notwithstanding any termination of this Agreement or of any filings undertaken related to Agent’s 
or the Lenders’ rights under the Code, Agent’s Lien on the Collateral shall remain in effect for so 
long as any Obligations (other than inchoate indemnity obligations or obligations extending 
beyond the Non-Formula Revolving Maturity Date that have been Cash Collateralized by 
Borrower in accordance with the terms of this Agreement) are outstanding. 


4.2 Perfection of Security Interest. Each Loan Party authorizes Agent to file 
at any time financing statements, continuation statements, and amendments thereto that (a) either 
specifically describe the Collateral or describe the Collateral as all assets of such Loan Party of the 
kind pledged hereunder, and (b) contain any other information required by the Code for the 
sufficiency of filing office acceptance of any financing statement, continuation statement, or 
amendment, including whether such Loan Party is an organization, the type of organization and 
any organizational identification number issued to such Loan Party, if applicable. The Loan 
Parties shall have possession of the Collateral, except where expressly otherwise provided in this 
Agreement or where Agent chooses to perfect its security interest by possession with respect to 
certificated Shares, instruments or other investment property, in addition to the filing of a financing 
statement. Where Collateral is in possession of a third party bailee, each Loan Party shall take 
such steps as Agent reasonably requests for Agent to (x) subject to Section 7.10 below, obtain an 
acknowledgment, in form and substance reasonably satisfactory to Agent, of the bailee that the 
bailee holds such Collateral for the benefit of Agent, and (y) obtain “control” of any Collateral in 
excess Of $50,000,000 consisting of investment property, deposit accounts, letter-of-credit rights 
or electronic chattel paper (as such items and the term “control” are defined in Revised Article 9 
of the Code) by using commercially reasonable efforts to cause the securities intermediary or 
depositary institution or issuing bank to execute a control agreement in form and substance 
reasonably satisfactory to Agent. No Loan Party will create any chattel paper without placing a 
legend on the chattel paper acceptable to Agent indicating that Agent has a security interest in the 
chattel paper. The Loan Parties from time to time may deposit with Agent or a Lender specific 
cash collateral to secure specific Obligations. Each Loan Party authorizes Agent or such Lender 
to hold such specific balances in pledge and to decline to honor any drafts thereon or any request 
by a Loan Party or any other Person to pay or otherwise transfer any part of such balances for so 
long as the specific Obligations are outstanding. Each Loan Party shall take such other actions as 
Agent reasonably requests to perfect its security interests granted under this Agreement. 


4.3 Pledge of Collateral. Each Loan Party hereby pledges, assigns and grants 
to Agent, for the benefit of the Lenders and the Providing Lenders, a security interest in all of the 
Shares (which, for clarity, as of the Closing Date, are set forth on Schedule 4.3 of the Disclosure 
Letter), together with all proceeds and substitutions thereof, all cash, stock and other moneys and 
property paid thereon, all rights to subscribe for securities declared or granted in connection 
therewith, and all other cash and noncash proceeds of the foregoing, as security for the 
performance of the Obligations. Each Loan Party will deliver to Agent (a) on the Closing Date 
or, if later, promptly following the date on which such Loan Party acquires the Shares, the 
certificate or certificates for any then-certificated Shares owned by it, and (b) with respect to any 
Shares owned by it that are uncertificated as of the Closing Date or, if later, promptly following 
the date on which such Loan Party acquires the Shares, immediately upon certification, the 
certificate or certificates for such Shares, in each case accompanied by an instrument of assignment 
duly governing such Shares. The relevant Loan Party shall cause the books of each entity whose 
Shares are part of the Collateral and any transfer agent to reflect the pledge of the Shares. Upon 
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the occurrence of an Event of Default hereunder, Agent may effect the transfer of any securities 
included in the Collateral (including but not limited to the Shares) into the name of Agent and 
cause new certificates representing such securities to be issued in the name of Agent or its 
transferee. Unless an Event of Default shall have occurred and be continuing, each Loan Party 
shall be entitled to exercise any voting rights with respect to the Shares and to give consents, 
waivers and ratifications in respect thereof, provided that no vote shall be cast or consent, waiver 
or ratification given or action taken which would be inconsistent with any of the terms of this 
Agreement or which would constitute or create any violation of any of such terms. All such rights 
to vote and give consents, waivers and ratifications shall terminate upon the occurrence and during 
the continuance of an Event of Default. 


3 REPRESENTATIONS AND WARRANTIES. 
Each Loan Party represents and warrants to each Lender as follows: 


5.1 Due Organization and Qualification; Borrower Information 
Certificate; Beneficial Ownership Certification. Borrower and each of its Subsidiaries is a 
corporation or limited liability company duly existing under the laws of the state in which it is 
organized and qualified and licensed to do business in any state in which the conduct of its business 
or its ownership of property requires that it be so qualified, except where the failure to do so would 
not reasonably be expected to cause a Material Adverse Effect. In connection with this 
Agreement, each Loan Party has delivered to Agent a completed and signed certificate entitled 
“Borrower Information Certificate” (each, a “Borrower Information Certificate”). Each Loan 
Party’s exact legal name is that indicated on its Borrower Information Certificate and on the 
signature page hereof. Each Loan Party is an organization of the type and is organized in the 
jurisdiction set forth in its Borrower Information Certificate. Except as disclosed on its Borrower 
Information Certificate, no Loan Party (or any of its predecessors) has, in the past five (5) years, 
changed its jurisdiction of formation, organizational structure or type or any organizational number 
assigned by its jurisdiction. All information set forth on each Borrower Information Certificate 
pertaining to each Loan Party is accurate and complete in all material respects (it being understood 
and agreed that a Loan Party may from time to time update certain information in the applicable 
Borrower Information Certificate after the Closing Date to the extent permitted by one or more 
specific provisions in this Agreement). As of the Closing Date, the information included in the 
Beneficial Ownership Certification is true and correct in all material respects. 


5.2 Due Authorization; No Conflict; Power and Authority; Enforceability. 
The execution, delivery, and performance of the Loan Documents are within each Loan Party’s 
corporate or limited liability company powers, have been duly authorized, and are not in conflict 
with nor constitute a breach of any provision contained in any Loan Party’s Certificate or Articles 
of Incorporation or Bylaws, or Certificate of Organization or Formation or Limited Liability 
Company or Operating Agreement, as applicable, nor will they constitute an event of default under 
any material agreement by which a Loan Party is bound (other than to the extent such event of 
default would not reasonably be expected to cause a Material Adverse Effect). No Loan Party is 
in default under any agreement by which it is bound, except to the extent such default would not 
reasonably be expected to cause a Material Adverse Effect. This Agreement has been, and each 
other Loan Document, when delivered hereunder, will have been, duly executed and delivered by 
each Loan Party. This Agreement constitutes, and each other Loan Document when so delivered 
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will constitute, assuming the due execution and delivery by each party thereto other than the Loan 
Parties, a legal, valid and binding obligation of such Loan Party, enforceable against it in 
accordance with its terms, except as may be limited by bankruptcy, insolvency, reorganization, 
moratorium or similar laws relating to or limiting creditors’ rights generally or by equitable 
principles relating to enforceability or any equivalent principles under Applicable Law (including 
good faith and fair dealing). 


5.3 Collateral. Each Loan Party has rights in or the power to transfer its 
Collateral, and its title to the Collateral is free and clear of Liens, adverse claims, and restrictions 
on transfer or pledge except, in each case, for Permitted Liens. All Inventory is in all material 
respects of good and merchantable quality, free from all material defects, except for Inventory for 
which adequate reserves have been made. Except as set forth on Schedule 5.3 of the Disclosure 
Letter or as permitted by Section 6.6, no Loan Party’s Cash is maintained or invested with a Person 
other than Agent or a Lender. 


5.4 Intellectual Property Collateral. Each Loan Party is the sole owner of 
its Intellectual Property Collateral, except for licenses granted by such Loan Party to its customers 
in the ordinary course of business and off-the-shelf and other inbound licenses for intellectual 
property of third parties used in connection with each Loan Party’s business. The Intellectual 
Property Collateral constitutes all intellectual property necessary for the conduct of the Loan 
Parties’ business as conducted as of the date hereof and as presently proposed to be conducted. 
To each Loan Party’s knowledge, each Loan Party’s Copyrights, Trademarks and Patents are valid 
and enforceable, and no part of the Intellectual Property Collateral has been judged invalid or 
unenforceable, in whole or in part, and no claim has been made to a Loan Party that any part of 
the Intellectual Property Collateral violates the rights of any third party except to the extent that 
such claim would not reasonably be expected to cause a Material Adverse Effect. 


5.5 Name; Location of Chief Executive Office. Except as disclosed on 
Schedule 5.5 of the Disclosure Letter (and except for changes of which a Loan Party has given 
notice in accordance with Section 7.2 of this Agreement), no Loan Party has done business under 
any name other than that specified on the signature page hereof, and its exact legal name is as set 
forth in the first paragraph of this Agreement. The chief executive office of each Loan Party is 
located at the address indicated in Article 10 hereof, except for changes of which a Loan Party has 
given notice in accordance with Section 7.2 of this Agreement. 


5.6 Litigation. Except as set forth on Schedule 5.6 of the Disclosure Letter, 
there are no actions or proceedings pending by or against Borrower or any Subsidiary before any 
court or administrative agency which would reasonably be expected to have a Material Adverse 
Effect. 


5.7 | No Material Adverse Change in Financial Statements. All consolidated 
and consolidating financial statements related to Borrower and its Subsidiaries that are delivered 
by Borrower to the Lenders or otherwise submitted to Agent or the Lenders fairly present in all 
material respects Borrower’s consolidated and consolidating financial condition as of the date 
thereof and Borrower’s consolidated and consolidating results of operations for the period then 
ended. There has not been a material adverse change in the consolidated or in the consolidating 
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financial condition of Borrower since the date of the most recent consolidated financial statements 
submitted to Agent or the Lenders. 


5.8 Solvency, Payment of Debts. Each Loan Party is able to pay its debts 
(including trade debts) as they mature; the fair saleable value of each Loan Party’s assets (including 
goodwill minus disposition costs) exceeds the fair value of its liabilities; and no Loan Party is left 
with unreasonably small capital after the transactions contemplated by this Agreement. 


5.9 | Compliance with Laws and Regulations. Except as could not reasonably 
be expected to have a Material Adverse Effect, each Loan Party and each of its Subsidiaries have 
met the minimum funding requirements of ERISA with respect to any employee benefit plans 
subject to ERISA. No event has occurred resulting from any Loan Party’s failure to comply with 
ERISA that is reasonably likely to result in such Loan Party incurring any liability that would 
reasonably be expected to have a Material Adverse Effect. No Loan Party is an “investment 
company” or a company “controlled” by an “investment company” within the meaning of the 
Investment Company Act of 1940. No Loan Party is engaged principally, or as one of its 
important activities, in the business of extending credit for the purpose of purchasing or carrying 
margin stock (within the meaning of Regulations T and U of the Board of Governors of the Federal 
Reserve System). No Loan Party has violated any statutes, laws, ordinances or rules applicable 
to it, including any Environmental Laws, the violation of which would reasonably be expected to 
have a Material Adverse Effect. Each Loan Party and each Subsidiary have filed or caused to be 
filed all tax returns required to be filed by it and have paid, or have made adequate provision for 
the payment of, all taxes reflected therein that are due and payable, except those being contested 
in good faith with adequate reserves under GAAP or where the failure to file such returns or pay 
such taxes would not reasonably be expected to have a Material Adverse Effect. 


5.10 Subsidiaries. NolLoan Party owns any stock, partnership interest or other 
equity securities of any Person, except for Permitted Investments. 


5.11 Government Consents. Each Loan Party and each Subsidiary have 
obtained all consents, approvals and authorizations of, made all declarations or filings with, and 
given all notices to, all governmental authorities that are necessary for the continued operation of 
such Loan Party’s or Subsidiary’s business as currently conducted, except where the failure to do 
so would not reasonably be expected to cause a Material Adverse Effect. 


5.12 Inbound Licenses. Except as disclosed on Schedule 5.12 of the 
Disclosure Letter, no Loan Party is a party to, nor is bound by, any material license or other 
agreement important for the conduct of such Loan Party’s business that prohibits or otherwise 
restricts such Loan Party from granting a security interest in such Loan Party’s interest in such 
license or agreement or any other property important for the conduct of such Loan Party’s business, 
other than this Agreement or the other Loan Documents. 


5.13 Full Disclosure. No representation, warranty or other statement made by 
any Loan Party in any report, certificate, or written statement furnished or submitted to Agent or 
the Lenders taken together with all such reports, certificates, and written statements furnished or 
submitted to Agent or the Lenders contains any untrue statement of a material fact or omits to state 
a material fact necessary to make the statements contained in such reports, certificates, or 
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statements not misleading in light of the circumstances in which they were made, it being 
recognized by Agent and the Lenders that the projections and forecasts provided by a Loan Party 
in good faith and based upon reasonable assumptions are not to be viewed as facts and that actual 
results during the period or periods covered by any such projections and forecasts may differ from 
the projected or forecasted results. 


5.14 Shares. Each Loan Party has full power and authority to create a first lien 
on the Shares, and no disability or contractual obligation exists that would prohibit such Loan 
Party from pledging the Shares pursuant to this Agreement. To each Loan Party’s knowledge, 
there are no subscriptions, warrants, rights of first refusal or other restrictions on transfer relative 
to, or options exercisable with respect to, the Shares other than under Applicable Law. The Shares 
have been and will remain duly authorized and validly issued and are fully paid and non-assessable. 
To each Loan Party’s knowledge, the Shares are not the subject of any present or threatened suit, 
action, arbitration, administrative or other proceeding, and such Loan Party knows of no 
reasonable grounds for the institution of any such proceedings. 


5.15 Sanctions and Other Anti-Terrorism Laws; Anti-Corruption Laws. 


(a) No Loan Party, any Subsidiary of a Loan Party, or, to the 
knowledge of any such Loan Party, any of their respective directors, officers, employees, agents 
or affiliates (i) is a Sanctioned Person; (ii) directly, or indirectly through any third party, (A) has 
any of its assets in a Sanctioned Jurisdiction or in the possession, custody or control of a Sanctioned 
Person, (B) does business in or with, or derives any of its income from investments in or 
transactions with, any Sanctioned Jurisdiction or Sanctioned Person; or (C) is engaged in any 
transactions or other dealings with or, to each Loan Party’s knowledge, for the benefit of any 
Sanctioned Person or Sanctioned Jurisdiction or any transactions or other dealings that otherwise 
are prohibited by any Anti-Terrorism Laws. 


(b) Each of the Loan Parties and their Subsidiaries, and, to the 
knowledge of each Loan Party, each of their respective directors, officers and employees and 
agents are in compliance with applicable Anti-Corruption Laws and applicable Anti-Terrorism 
Laws. The Loan Parties and their Subsidiaries have instituted and maintain policies and 
procedures designed to ensure continued compliance with applicable Anti-Corruption Laws and 
applicable Anti-Terrorism Laws. 


6. AFFIRMATIVE COVENANTS. 


The Loan Parties covenant that, until payment in full of all outstanding Obligations (other 
than inchoate indemnity obligations or obligations extending beyond the Non-Formula Revolving 
Maturity Date that have been Cash Collateralized in accordance with this Agreement), and for so 
long as any Lender may have any commitment to make a Credit Extension hereunder, the Loan 
Parties shall do all of the following: 


6.1 | Good Standing and Government Compliance. Each Loan Party shall (i) 
maintain its and each of its Subsidiaries’ corporate existence and good standing in its state of 
formation, except to the extent that failure to maintain the existence and good standing of a 
Subsidiary of a Loan Party would not reasonably be expected to have a Material Adverse Effect: 
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(ii) maintain qualification and good standing in each other jurisdiction in which the failure to so 
qualify would reasonably be expected to have a Material Adverse Effect; and (iii) furnish to Agent 
the organizational identification number issued to a Loan Party by the authorities of the state in 
which such Loan Party is organized, if applicable. Each Loan Party shall meet, and shall cause 
each Subsidiary to meet, the minimum funding requirements of ERISA with respect to any 
employee benefit plans subject to ERISA to the extent the failure of which would reasonably be 
expected to have a Material Adverse Effect. Each Loan Party shall (i) comply, and shall cause 
each Subsidiary to comply, with all statutes, laws, ordinances and government rules and 
regulations to which it is subject, including all Environmental Laws, except to the extent that a 
failure to so comply would not reasonably be expected to have a Material Adverse Effect, and (ii) 
maintain, and shall cause each of its Subsidiaries to maintain, in force all licenses, approvals and 
agreements, the loss of which or failure to comply with which would reasonably be expected to 
have a Material Adverse Effect. 


6.2 Financial Statements, Reports, Certificates; Collateral Audits. 


(a) The Loan Parties shall deliver to Agent, who will then promptly 
deliver to each Lender: (i) with respect to the first three fiscal quarters of each fiscal year of the 
Loan Parties, on or before the earlier of (w) forty-five (45) days after the end of each such fiscal 
quarter and (x) five (5) days after Parent’s Form 10-Q for such fiscal quarter is made publicly 
available, a Borrower-prepared unaudited consolidated balance sheet, income statement and 
statement of cash flows covering the operations of Borrower and its Subsidiaries during such 
period, certified by a Responsible Officer; (ii) with respect to each fiscal year of the Loan Parties, 
on or before the earlier of (y) ninety (90) days after the end of such fiscal year and (z) five (5) days 
after Parent’s Form 10-K for such fiscal year is made publicly available, audited consolidated 
financial statements of Borrower and its Subsidiaries (including a consolidated balance sheet, 
income statement and statement of cash flows covering the operations of Borrower and its 
Subsidiaries during such period, certified by a Responsible Officer), prepared in accordance with 
GAAP, consistently applied, together with an unqualified opinion on such financial statements 
from an independent certified public accounting firm; (iii) an annual operating plan approved by 
Parent’s Board as soon as available but not later than March 1“ of each fiscal year of the Loan 
Parties during the term of this Agreement; (iv) if applicable, copies of all statements, reports and 
notices sent or made available generally by any Loan Party to its security holders; (v) promptly 
upon receipt of notice thereof, a report of any legal actions pending or threatened in writing against 
a Loan Party or any Subsidiary that would reasonably be expected to cause a Material Adverse 
Effect; (vi) [reserved]; (vii) such budgets, sales projections, operating plans or other financial 
information generally prepared (and to the extent prepared) by a Loan Party in the ordinary course 
of business as Agent or a Lender may reasonably request from time to time; and (viii) within ninety 
(90) days of the last day of each fiscal year, a report, in form reasonably acceptable to Agent, 
listing any material Copyrights, Patents or Trademarks acquired since the date of the most recent 
report delivered pursuant to this clause (or, in the case of the first such report so delivered, since 
the Closing Date) and any material change in the Loan Parties’ Intellectual Property Collateral, 
including but not limited to any subsequent ownership right of a Loan Party in or to any 
Copyrights, Patents or Trademarks not specified in Exhibits A, B and C of any Intellectual Property 
Security Agreement delivered to Agent by a Loan Party in connection with this Agreement. 
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(b) | Concurrently with delivery of the financial reporting required by 
Sections 6.2(a)(i) and 6.2(a)(ii) above, the Loan Parties shall deliver to Agent, who will then 
promptly deliver to each Lender, (i) a Compliance Certificate certified as of the last day of the 
applicable quarter and signed by a Responsible Officer in substantially the form of Exhibit D 
hereto, and (ii) aged listings by invoice date of accounts receivable and accounts payable, if any, 
in a form reasonably satisfactory to Agent. 


(c) As soon as possible and in any event within three (3) Business 
Days after becoming aware of the occurrence or existence of an Event of Default hereunder, the 
Loan Parties shall deliver to Agent, who will then promptly deliver to each Lender, a written 
statement of a Responsible Officer setting forth the details of the Event of Default and the action 
which the Loan Parties have taken or propose to take with respect thereto. 


(d) — Agent (through any of its officers, employees or agents) shall have 
the right, upon reasonable prior notice, from time to time during the Loan Parties’ usual business 
hours but no more than once a year (unless an Event of Default has occurred and is continuing), to 
inspect the Loan Parties’ Books and to make copies thereof and to check, test, inspect, audit and 
appraise the Collateral at the Loan Parties’ expense in order to verify the Loan Parties’ financial 
condition or the amount of, condition of, or any other matter relating to the Collateral. 


The Loan Parties may deliver to Agent and the Lenders on an electronic basis any 
certificates, reports, requests, or information required pursuant to this Section 6.2, and Agent and 
the Lenders shall be entitled to rely on the information contained in the electronic files, provided 
that Agent and the Lenders in good faith believe that the files were delivered by, or on behalf of, 
a Responsible Officer. The Loan Parties shall include a submission date on any certificates, 
statements, and reports to be delivered electronically. 


Any submission by the Loan Parties of a Compliance Certificate or other financial 
statement pursuant to this Section 6.2 or otherwise submitted to Agent and the Lenders shall be 
deemed to be a representation by each Loan Party that, to the best of its knowledge, (v) as of the 
date of such Compliance Certificate, financial statement, or request, the information and 
calculations set forth therein are true, accurate and correct in all material respects, (w) as of the 
end of the compliance period set forth in such submission, the Loan Parties are in compliance with 
all required covenants except as noted in such Compliance Certificate or financial statement, as 
applicable; (x) as of the date of such submission, no Events of Default have occurred or are 
continuing except as noted in such Compliance Certificate; and (y) all representations and 
warranties other than any representations or warranties that are made as of a specific date in Article 
5 remain true and correct in all material respects as of the date of such submission except as noted 
in such Compliance Certificate, financial statement, or request, as applicable. 


6.3 [Reserved.] 


6.4 Taxes. Each Loan Party shall make, and cause each Subsidiary to make, 
due and timely payment or deposit of all material federal, state, and local taxes, assessments, or 
contributions required of it by law, and will execute and deliver to Agent, on demand, proof 
satisfactory to Agent indicating that such Loan Party or a Subsidiary has made such payments or 
deposits and any appropriate certificates attesting to the payment or deposit thereof; provided that 
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such Loan Party or Subsidiary need not make any payment or deposit if the amount or validity of 
such payment or deposit is contested in good faith by appropriate proceedings and is reserved 
against (to the extent required by GAAP) by such Loan Party or such Subsidiary. 


6.5 Insurance. Each Loan Party, at its expense, shall (a) keep the Collateral 
insured against loss or damage, and (b) maintain liability and other insurance, in each case as 
ordinarily insured against by other owners in businesses similar to the Loan Parties’ business. All 
such policies of insurance shall be in such form, with such companies, and in such amounts as 
reasonably satisfactory to Agent. All policies of property insurance shall contain a lender’s loss 
payable endorsement, in a form reasonably satisfactory to Agent, showing Agent (for the benefit 
of Agent and the Lenders, as their interests may appear) as an additional loss payee, and 
commercial, general, and umbrella liability insurance policies shall include Agent (for the benefit 
of Agent and the Lenders, as their interests may appear) as an additional insured and specify that 
the insurer must give at least twenty (20) days’ notice to Agent before canceling its policy for any 
reason (other than non-payment of premium, which shall require ten (10) days’ notice to Agent). 
Within thirty (30) days of the Closing Date (or such later time as Agent may agree) and thereafter 
upon Agent’s written request, the Loan Parties shall cause to be furnished to Agent certificates of 
insurance and any endorsements covering Agent or showing Agent as an additional insured. 
Within thirty (30) days after Agent’s written request, the Loan Parties shall deliver to Agent copies 
of the policies of insurance and evidence of payment of the respective premiums. Proceeds 
payable under any property policy will, at the Loan Parties’ option, be payable to the Loan Parties 
to replace the property subject to the claim, provided that any such replacement property shall be 
deemed Collateral in which Agent, for the benefit of the Lenders, has been granted a first-priority 
security interest, provided that, if an Event of Default has occurred and is continuing, all proceeds 
payable under any such policy shall, at Agent’s option, with the consent or at the request of the 
Required Lenders, be payable to Agent (for the benefit of the Lenders) to be applied on account of 
the Obligations. 


6.6 | Primary Depository. The Loan Parties shall collectively maintain, at all 
times and in the aggregate, Cash at Pacific Western Bank of at least the PWB Cash Threshold 
Amount and Cash at Citizens of at least the Citizens Cash Threshold Amount. In addition, if the 
Loan Parties maintain more than an aggregate of $50,000,000 in Total Operating Cash in one or 
more accounts with a single financial institution (other than Pacific Western Bank or Citizens), 
such accounts shall be subject to account control agreement(s) in form and substance reasonably 
satisfactory to Agent. 


6.7 Financial Covenants. The Loan Parties shall at all times maintain the 
following financial covenant: 


(a) Minimum Cumulative Revenue. Measured quarterly and 
calculated on a cumulative basis beginning (i) as of January 1, 2022, for the reporting period ending 
on December 31, 2022, and (ii) as of January 1, 2023, for all reporting periods ending in 2023, 
Borrower and its Subsidiaries shall achieve consolidated Revenue of at least the amounts shown 
in the table immediately below for the corresponding reporting periods. 
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Reporting Period Ending Minimum Cumulative Revenue 


December 31, 2022 $1,400,000,000 


March 31, 2023 $558,000,000 


June 30, 2023 $1,082,000,000 
September 30, 2023 $1,526,000,000 
December 31, 2023 $2,394,000,000 


For quarterly reporting periods following December 31, 2023, Agent, the Lenders, 
and the Loan Parties hereby agree that, on or before March 1* of each year during the term of this 
Agreement, the Loan Parties shall provide Agent and the Lenders with an operating plan for such 
year, which shall be approved by Parent’s Board, and Agent and the Required Lenders shall use 
such operating plan to establish the minimum Revenue amounts (and calculation thereof) for such 
year, in good faith consultation with the Loan Parties, with such amounts being incorporated herein 
by an amendment, which each Loan Party hereby agrees to execute. No course of dealing on the 
part of Agent, the Lenders, or their officers, nor any failure or delay in the exercise of any right by 
Agent or any Lender, shall operate as a waiver thereof, and any single or partial exercise of any 
such right shall not preclude any later exercise of any such right. Agent’s and the Lenders’ failure 
at any time to require strict performance by any Loan Party of any provision shall not affect any 
right of Agent or the Lenders thereafter to demand strict compliance and performance. Any 
suspension or waiver of a right must be in writing signed by an officer of Agent and the Required 
Lenders. 


6.8 Registration of Intellectual Property Rights. 


(a) Each Loan Party shall disclose in the Compliance Certificate 
delivered in accordance with Section 6.2 any applications or registrations of intellectual property 
rights filed with the United States Patent and Trademark Office or the United States Copyright 
Office, including the date of such filing and the registration or application numbers, if any, since 
the later of the Closing Date and the last Compliance Certificate delivered in accordance with 
Section 6.2. 


(b) — [Reserved.] 


(c) Each Loan Party shall execute and deliver such additional 
instruments and documents from time to time as Agent shall reasonably request to perfect and 
maintain the perfection and priority of Agent’s security interest in the Intellectual Property 
Collateral. 


(d) Each Loan Party shall (i) protect, defend and maintain the validity 
and enforceability of its material trade secrets, Trademarks, Patents and Copyrights, (ii) use 
commercially reasonable efforts to detect infringements of its Trademarks, Patents and Copyrights 
and promptly advise Agent in writing of material infringements detected, and (iii) not allow any 
material Trademarks, Patents or Copyrights to be abandoned, forfeited or dedicated to the public 
except to the extent such abandonment, forfeiture or dedication would not reasonably be expected 
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to have a Material Adverse Effect or otherwise is done so with the written consent of the Required 
Lenders, which shall not be unreasonably withheld, conditioned or delayed. 


(e) Agent shall have the right, but not the obligation, upon an Event 
of Default, to take, at the Loan Parties’ sole expense, any actions that a Loan Party is required 
under this Section 6.8 to take but which that Loan Party fails to take, after fifteen (15) Business 
Days’ notice to such Loan Party of such failure (which notice shall set forth in reasonable detail 
the alleged failure and the actions that Agent believes such Loan Party is required to take). The 
Loan Parties shall reimburse and indemnify Agent for all reasonable and documented costs and 
reasonable and documented expenses incurred in the reasonable exercise of its rights under this 
Section 6.8. 


6.9  [Reserved.] 


6.10 Creation/Acquisition of Subsidiaries. In the event that a Loan Party or 
any Subsidiary of a Loan Party creates or acquires any Subsidiary, such Loan Party or Subsidiary 
shall promptly notify Agent and the Lenders of such creation or acquisition, and such Loan Party 
or Subsidiary shall take all actions reasonably requested by Agent or any Lender to achieve any of 
the following with respect to such “New Subsidiary” (defined as a Subsidiary formed or acquired 
after the date hereof during the term of this Agreement): (a) to cause such New Subsidiary (other 
than any New Subsidiary that is an Excluded Subsidiary) to become either a co-borrower 
hereunder or a secured guarantor with respect to the Obligations; and (b) to grant and pledge to 
Agent (for the benefit of the Lenders) a perfected security interest in the Shares of any such New 
Subsidiary. Notwithstanding the foregoing, (x) in the event that a Loan Party creates or acquires 
a New Subsidiary that does not hold net assets greater than $10,000,000 (excluding, for the 
avoidance of doubt, Player Deposits), then the Loan Parties shall only be required to notify Agent 
and the Lenders of the formation or acquisition thereof promptly following the earlier of such New 
Subsidiary first holding net assets in an amount greater than $10,000,000 (excluding, for the 
avoidance of doubt, Player Deposits) and (ii) thirty (30) days after the last day of the calendar 
quarter in which such New Subsidiary was created or acquired, and (y) so long as the MSC 
Investment Conditions continue to be met, no MSC Subsidiary will be required to become a co- 
borrower or secured guarantor with respect to the Obligations. 


6.11 Collateral Support from VSiN. Agent and the Lenders acknowledge that 
DK DE has acquired equity interests representing 100% ownership of Vegas Sports Information 
Network, LLC, a Nevada limited liability company and successor by merger to Vegas Sports 
Information Network, Inc., a Nevada corporation (the “VSiN Subsidiary”). Agent, the Lenders, 
and the Loan Parties acknowledge that Agent and the Lenders are not presently requesting that the 
VSIN Subsidiary become a co-borrower or secured guarantor of the Obligations or that the equity 
interests of the VSIN Subsidiary be pledged to Agent, but Agent and the Lenders reserve the right 
to request such actions in the future. 


6.12 MSC Subsidiaries. At any time when the MSC Investment Conditions 
are not satisfied, (a) no Loan Party may make Investments in any MSC Subsidiary, and (b) within 
two (2) Business Days after the first date on which the MSC Investment Conditions are not 
satisfied, the Loan Parties shall cause any MSC Subsidiary to (i) order the liquidation of any of its 
Investments into cash, (ii) transfer cash to a Loan Party’s accounts with Agent, and (iii) thereafter 
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transfer any cash that it possesses to a Loan Party’s accounts with Agent, in each case until the 
MSC Investment Conditions are being satisfied. The Loan Parties shall not permit any MSC 
Subsidiary to make any Investments or hold any assets that would cause such MSC Subsidiary to 
fail to qualify as a “security corporation” under 830 CMR 63.38B.1 of the Massachusetts tax code 
and applicable regulations (as the same may be amended, modified, or replaced from time to time). 


6.13 Further Assurances. Atany time and from time to time, the Loan Parties 
shall execute and deliver such further instruments and take such further action as may reasonably 
be requested by Agent or any Lender to effect the purposes of this Agreement. 


Ti NEGATIVE COVENANTS. 


Each Loan Party covenants and agrees that, so long as any credit hereunder shall be 
available and until the outstanding Obligations (other than inchoate indemnity obligations or 
obligations extending beyond the Non-Formula Revolving Maturity Date that have been Cash 
Collateralized in accordance with this Agreement) are paid in full or for so long as a Lender may 
have any commitment to make any Credit Extensions, no Loan Party will do any of the following 
without the Required Lenders’ prior written consent, which shall not be unreasonably withheld, 
conditioned or delayed: 


7.1 Dispositions. Convey, sell, lease, license, transfer or otherwise dispose of 
(collectively, to “Transfer”), or permit any of its Subsidiaries to Transfer, all or any part of its 
business or property, or move cash balances on deposit with a Lender to accounts opened at another 
financial institution (other than in accordance with Section 6.6 of this Agreement) other than 
Permitted Transfers and Permitted Investments. 


7.2 Change in Name, Location, Executive Office, or Executive 
Management; Change in Business; Change in Fiscal Year; Change in Control. Change its 
name or the state of its formation or relocate its chief executive office without fifteen (15) days’ 
prior written notification to Agent; replace or suffer the departure of its chief executive officer or 
chief financial officer without delivering written notification to Agent within ten (10) days after 
the effective date of such replacement or departure; fail to appoint interim replacement or fill a 
vacancy in the position of chief executive officer or chief financial officer (or have someone who 
assumes, or a group of individuals who collectively assume, similar responsibilities to that of a 
chief executive officer or chief financial officer) for more than ninety (90) consecutive days; suffer 
the resignation of one or more directors from its Board in anticipation of such Loan Party’s 
insolvency, without the prior written consent of the Required Lenders’ which may be withheld in 
their sole discretion; take action to liquidate or dissolve (except as permitted by Section 7.3), wind 
up, or otherwise cease to conduct business in the ordinary course; engage in any business, or permit 
any of its Subsidiaries to engage in any business, other than those reasonably related or incidental 
to the businesses currently engaged in by a Loan Party; change its fiscal year end; have a Change 
in Control; or Divide, unless any such division results in all resulting entities being Loan Parties 
hereto. 


7.3. Mergers or Acquisitions. Merge or consolidate, or permit any of its 


Subsidiaries to merge or consolidate, with or into any other business organization (other than 
mergers or consolidations of a Subsidiary into another Subsidiary or into a Loan Party), or acquire, 
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or permit any of its Subsidiaries to acquire, all or substantially all of the capital stock or property 
of another Person, or a division, line of business or business unit of another Person, in each case 
except (a) for Permitted Acquisitions, (b) where the Obligations are repaid in full and this 
Agreement is terminated concurrently with the closing of any such transaction, and (c) for any 
Acquisition (in a single transaction or series of related transactions) where the total value of all 
consideration paid by Loan Parties and any Subsidiary in such Acquisition, together with the total 
value of all consideration paid by Loan Parties and any Subsidiary in each other Acquisition 
permitted pursuant to this clause (c) during the term of this Agreement, is less than $10,000,000 
in the aggregate, and no Event of Default has occurred and is continuing at the time of the 
Acquisition or would result from the completion of the Acquisition. 


7.4 Indebtedness. Create, incur, assume, guarantee or be or remain liable 
with respect to any Indebtedness, or permit any Subsidiary so to do, other than Permitted 
Indebtedness, or prepay any Indebtedness or take any actions which impose on a Loan Party or 
any Subsidiary an obligation to prepay any Indebtedness, except (a) Indebtedness to Agent and the 
Lenders and (b) trade credit incurred in the ordinary course of business. 


7.5. Encumbrances. Create, incur, assume or allow any Lien with respect to 
its property, or assign or otherwise convey any right to receive income, including the sale of any 
Accounts, or permit any of its Subsidiaries so to do, except for Permitted Liens, or covenant to any 
other Person (other than (a) the licensors of in-licensed property with respect to such property or 
(b) the lessors of specific equipment or lenders financing specific equipment with respect to such 
leased or financed equipment) that such Loan Party or any of its Subsidiaries in the future will 
refrain from creating, incurring, assuming or allowing any Lien with respect to any of its property. 


7.6 Distributions. Pay any dividends or make any other distribution or 
payment on account of or in redemption, retirement or purchase of any capital stock, except that 
the Loan Parties may (a) repurchase the stock of former employees, officers, directors and 
consultants pursuant to stock repurchase agreements in an aggregate amount not to exceed 
$10,000,000 in any fiscal year, so long as an Event of Default does not exist prior to such 
repurchase or would not exist after giving effect to such repurchase; (b) repurchase the stock of 
former employees, officers, directors and consultants pursuant to stock repurchase agreements in 
any amount where the consideration for the repurchase is the cancellation of indebtedness owed 
by such former employees, officers, directors and consultants to a Loan Party regardless of whether 
an Event of Default exists; (c) convert any of its convertible securities into equity securities 
pursuant to the terms of such convertible securities; (d) make distributions to other Loan Parties, 
permit Subsidiaries that are not Loan Parties to make distributions to other Subsidiaries or to a 
Loan Party, or permit Subsidiaries to make tax distributions required by the organizational 
documents of the applicable Subsidiary; (e) repurchase shares pursuant to net settlement by 
employees in satisfaction of income tax withholding obligations incurred through the vesting of 
stock awards; (f) repurchase fractional shares arising out of stock dividends, splits or combinations, 
business combinations or conversions, exercises of warrants or options, or settlements of restricted 
stock units, or “net exercise” or “net share settle” warrants or options; (g) so long as no Event of 
Default exists or would result therefrom, declare and pay dividends in an amount not exceeding 
the Loan Parties’ consolidated positive cash flow for the trailing-twelve-month period immediately 
preceding the declaration of such dividends; (h) pay special dividends or other distributions in 
connection with a Permitted Acquisition, but only to the extent that such special dividends or 
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distributions are included as consideration paid for purposes of clause (c) of Section 7.3, or (i) 
make any distribution to redeem in whole or in part any of its equity interests for another class of 
equity interests or rights to acquire its equity interests or with proceeds from substantially 
concurrent equity contributions or issuances of new equity interests; provided that the only 
consideration paid for any such redemption is equity interests of a Loan Party or the proceeds of 
any substantially concurrent equity contribution or issuance of equity interest. 


7.7 Investments. Directly or indirectly acquire or own, or make any 
Investment (other than Permitted Investments) in or to, any Person, or permit any of its 
Subsidiaries to do so, or, with respect to the Loan Parties only, maintain or invest any of its 
investment property with a Person other than a Lender or a Lender’s Affiliates unless, to the extent 
investment property valued in excess of $50,000,000 is held in an account with a Person other than 
a Lender or Lender’s Affiliates, such Person has entered into a control agreement with Agent, in 
form and substance reasonably satisfactory to Agent, or suffer or permit any Subsidiary to be a 
party to, or be bound by, an agreement that restricts such Subsidiary from paying dividends or 
otherwise distributing property to a Loan Party; other than (i) restrictions and conditions imposed 
by Applicable Law or by this Agreement or any other Loan Document, (ii) customary prohibitions, 
restrictions and conditions contained in agreements relating to the sale of a Subsidiary or assets of 
a Loan Party or any Subsidiary pending such sale, (iii) any agreement, prohibition or restriction or 
condition in effect at the time any Subsidiary becomes a Subsidiary of a Loan Party (and any 
amendments or modifications thereof that do not materially expand the scope of any such 
prohibition restriction or condition), (iv) restrictions or conditions set forth in any agreement 
governing Indebtedness not prohibited by Section 7.4; provided that such restrictions and 
conditions are customary for such Indebtedness (as determined in good faith by the applicable 
Loan Party), and (v) restrictions on cash or other deposits (including escrowed funds) imposed 
under contracts entered into in the ordinary course of business or restrictions imposed by the terms 
of a Permitted Lien on the property subject to such Permitted Lien. 


7.8 Transactions with Affiliates. Directly or indirectly enter into or permit 
to exist any material transaction with any Affiliate of a Loan Party (other than another Loan Party) 
except for (a) transactions that are in the ordinary course of such Loan Party’s business, upon fair 
and reasonable terms that are no less favorable to such Loan Party than would be obtained in an 
arm’s-length transaction with a non-affiliated Person, (b) bona-fide equity financings to existing 
investors provided there is no Change in Control, (c) reasonable and customary compensation 
arrangements and benefit plans for officers of the Loan Parties, (d) investments and transfers 
permitted hereunder, (e) the issuance, sale, or transfer of equity interests of any Loan Party to any 
parent entity, including in connection with capital contributions by such parent entity to such Loan 
Party or any Subsidiary, and (f) reasonable and customary fees paid to members of, and advisors 
to, its board of directors (or similar governing body) in the ordinary course of business. 


7.9 Subordinated Debt. Make any payment in respect of any Subordinated 
Debt, or permit any of its Subsidiaries to make any such payment, except in compliance with the 
terms of such Subordinated Debt, or amend any provision affecting Agent’s rights contained in 
any documentation relating to the Subordinated Debt without the Required Lenders’ prior written 
consent, except in compliance with the terms of the applicable subordination agreement to which 
Agent is a party. 
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7.10 [Reserved.] 


7.11 Compliance. Become or be controlled by an “investment company,” 
within the meaning of the Investment Company Act of 1940, or become principally engaged in, or 
undertake as one of its important activities, the business of extending credit for the purpose of 
purchasing or carrying margin stock, or use the proceeds of any Credit Extension for such purpose; 
fail to meet the minimum funding requirements of ERISA; permit a “Reportable Event’ within the 
meaning of Section 4043(c) of ERISA or a non-exempt ‘Prohibited Transaction’ within the 
meaning of Code Section 4975 to occur; fail to comply with the Federal Fair Labor Standards Act 
or violate any law or regulation, which violation could have a Material Adverse Effect or a material 
adverse effect on the Collateral or the priority of Agent’s Lien on the Collateral; or permit any of 
its Subsidiaries to do any of the foregoing. 


7.12 [Reserved.] 


7.13 Sanctions and Other Anti-Terrorism Laws; Anti-Corruption Laws . 
(a) Become a Sanctioned Person or knowingly allow any employees, officers, directors, affiliates, 
consultants, brokers, or agents, in each case acting on its behalf in connection with this Agreement, 
to become a Sanctioned Person; (b) directly or, to its knowledge, indirectly engage in any 
transactions or other dealings with or for the benefit of any Sanctioned Person or Sanctioned 
Jurisdiction, including any use of the proceeds of the Credit Extensions to fund any operations in, 
finance any investments or activities in, or make any payments to a Sanctioned Person or 
Sanctioned Jurisdiction; (c) repay the Credit Extensions with funds derived from any unlawful 
activity; (d) cause Agent or any Lender to violate any Anti-Terrorism Law; (e) directly or indirectly 
use the Credit Extensions or any proceeds thereof for any purpose that would violate any Anti- 
Corruptions Laws in any jurisdiction in which any Loan Party or any Subsidiary of a Loan Party 
conducts business; or (f) permit a Subsidiary to do any of the foregoing. 


8. EVENTS OF DEFAULT. 


Any one or more of the following events shall constitute an Event of Default by Borrower 
under this Agreement: 


8.1 Payment Default. If any Loan Party fails (a) to pay any amount of 
principal or interest on any Credit Extension when due, or (b) to pay any other Obligation within 
three (3) Business Days after such Obligation is due and payable; 


8.2 Covenant Default. 


(a) If any Loan Party fails to perform any obligation under Section 6.2 
(financial reporting), 6.4 (taxes), 6.5 (insurance), 6.6 (primary depository), or 6.7 (financial 
covenants) or violates any of the covenants contained in Article 7 of this Agreement; or 


(b) — Ifany Loan Party fails or neglects to perform or observe any other 
material term, provision, condition, or covenant contained in this Agreement (other than the 
sections enumerated in Section 8.2(a) above), in any of the Loan Documents, or in any other 
present or future agreement between any Loan Party and Agent and/or any Lender and as to any 
default under such other term, provision, condition or covenant that can be cured, has failed to cure 
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such default within fifteen (15) days after such Loan Party receives notice thereof or any officer 
of such Loan Party becomes aware thereof; provided, however, that, if the default cannot by its 
nature be cured within the fifteen (15)-day period or cannot after diligent attempts by such Loan 
Party be cured within such fifteen (15)-day period, and such default is likely to be cured within a 
reasonable time, then such Loan Party shall have an additional reasonable period (which shall not 
in any case exceed forty-five (45) days) to attempt to cure such default, and within such reasonable 
time period the failure to have cured such default shall not be deemed an Event of Default but no 
Credit Extensions will be made; 


8.3. Material Adverse Change. If there occurs any circumstance or any 
circumstances which would reasonably be expected to have a Material Adverse Effect; 


8.4 Attachment. If any material portion of a Loan Party’s assets is attached, 
seized, subjected to a writ or distress warrant, or is levied upon, or comes into the possession of 
any trustee, receiver or Person acting in a similar capacity and such attachment, seizure, writ or 
distress warrant or levy has not been removed, discharged or rescinded within thirty (30) days, or 
if a Loan Party is enjoined, restrained, or in any way prevented by court order from continuing to 
conduct all or any material part of its business affairs, or if a judgment or other claim becomes a 
lien or encumbrance upon any material portion of a Loan Party’s assets, or if a notice of lien, levy, 
or assessment is filed of record with respect to any material portion of a Loan Party’s assets by the 
United States Government, or any department, agency, or instrumentality thereof, or by any state, 
county, municipal, or governmental agency, and the same is not paid within thirty (30) days after 
a Loan Party receives notice thereof, provided that none of the foregoing shall constitute an Event 
of Default where such action or event is stayed or an adequate bond has been posted pending a 
good faith contest by such Loan Party (provided that no Credit Extensions will be made during 
such cure period); 


8.5 Insolvency. If any Loan Party or Material Subsidiary becomes insolvent, 
or if an Insolvency Proceeding is commenced by a Loan Party or Material Subsidiary, or if an 
Insolvency Proceeding is commenced against a Loan Party or Material Subsidiary and is not 
dismissed or stayed within thirty (30) days (provided that no Credit Extensions will be made prior 
to the dismissal of such Insolvency Proceeding); 


8.6 Other Agreements. If there is a default or other failure to perform in any 
agreement to which any Loan Party or Subsidiary is a party with a third party or parties (a) resulting 
in aright by such third party or parties, whether or not exercised, to accelerate the maturity of any 
Indebtedness in an amount in excess of $5,000,000, or (b) that would reasonably be expected to 
have a Material Adverse Effect; provided, however, that an Event of Default under this Section 
8.6 caused by the occurrence of a breach or default under such other agreement shall be cured or 
waived for purposes of this Agreement upon Agent receiving written notice from the party 
asserting such breach or default of such cure or waiver of the breach or default under such other 
agreement, if at the time of such cure or waiver of the breach or default under such other agreement, 
(w) Agent has not declared an Event of Default under this Agreement and/or exercised any rights 
with respect thereto, (x) any such cure or waiver does not result in an Event of Default under any 
other provision of this Agreement or any other Loan Document, and (y) in connection with any 
such cure or waiver under such other agreement, the terms of any agreement with such third party 
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are not modified or amended in any manner which could in the good faith business judgment of 
Agent be materially less advantageous to the Loan Parties; 


8.7 Judgments. If a final and non-appealable, uninsured judgment or 
judgments for the payment of money in an amount, individually or in the aggregate, of at least 
$5,000,000 shall be rendered against any Loan Party or Subsidiary and shall remain unsatisfied 
and unstayed for a period of thirty (30) days (provided that no Credit Extensions will be made 
prior to the satisfaction or stay of the judgment); or 


8.8  Misrepresentations. If any representation or warranty made by or on 
behalf of any Loan Party under any Loan Document or in any certificate or statement shall prove 
to be untrue or inaccurate in any material respect (or, in the case of any such representation or 
warranty already qualified by materiality, in the event such representation or warranty shall prove 
to be untrue or inaccurate) as of the date on which such representation or warranty is made or 
deemed made. 


9. RIGHTS AND REMEDIES. 


9.1 Rights and Remedies. Upon the occurrence and during the continuance 
of an Event of Default, Agent may, and, at the written direction of the Required Lenders, shall, 
without any requirement to deliver notice of its election or action and without demand, do any one 
(1) or more of the following, all of which are authorized by each Loan Party: 


(a) Declare all Obligations, whether evidenced by this Agreement, by 
any of the other Loan Documents, or otherwise, immediately due and payable (provided that, upon 
the occurrence of an Event of Default described in Section 8.5 (insolvency), all Obligations shall 
become immediately due and payable without any action by Agent or the Lenders); 


(b) | Demand that Borrower (i) deposit Cash Collateral with Agent in 
an amount equal to the Minimum Collateral Amount of any outstanding obligations in connection 
with Ancillary Services as collateral security for the repayment of any such obligations, and (ii) 
pay in advance all Letter of Credit fees scheduled to be paid or payable over the remaining term 
of the Letters of Credit, and Borrower shall promptly deposit and pay such amounts (provided that, 
upon the occurrence of an Event of Default described in Section 8.5, Borrower shall be obligated 
to deposit and pay such amounts without any actions by Agent or the Lenders); 


(c) Notify Borrower that the Lenders are ceasing advancing money or 
extending credit to or for the benefit of Borrower under this Agreement or under any other 
agreement between Borrower and Agent and/or any Lender; 


(d) Settle or adjust disputes and claims directly with account debtors 
for amounts, upon terms and in whatever order that Agent reasonably considers advisable; 


(e) Make such payments and do such acts as Agent considers 
necessary or reasonable to protect its security interest in the Collateral. Each Loan Party agrees 
to assemble the Collateral if Agent so requires and to make the Collateral available to Agent as 
Agent may designate. Each Loan Party authorizes Agent to enter the premises where the 
Collateral is located, to take and maintain possession of the Collateral, or any part of it, and to pay, 
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purchase, contest, or compromise any encumbrance, charge, or lien which in Agent’s 
determination appears to be prior or superior to its security interest and to pay all reasonable and 
documented expenses incurred in connection therewith. With respect to any Loan Party’s owned 
premises, such Loan Party hereby grants Agent a license to enter into possession of such premises 
and to occupy the same, without charge, in order to exercise any of Agent’s rights or remedies 
provided herein, at law, in equity, or otherwise; 


(f) Place a “hold” on any account of a Loan Party maintained with 
Agent or any Lender, decline to honor presentments (including but not limited to checks, wires 
and ACH drafts) against any account at Agent or any Lender, and/or deliver a notice of exclusive 
control, any entitlement order, or other directions or instructions pursuant to any control agreement 
or similar agreements providing control of any Collateral; 


(g) Set off and apply to the Obligations any and all (i) balances and 
deposits of any Loan Party held by Agent, a Lender, or their respective Affiliates, and (ii) 
indebtedness at any time owing to or for the credit or the account of any Loan Party held by Agent 
or a Lender; 


(h) — Ship, reclaim, recover, store, finish, maintain, repair, prepare for 
sale, advertise for sale, and sell (in the manner provided for herein) the Collateral. Agent is hereby 
granted a license or other right, solely pursuant to the provisions of this Section 9.1, to use, without 
charge, any Loan Party’s labels, patents, copyrights, rights of use of any name, trade secrets, trade 
names, trademarks, service marks, and advertising matter, or any property of a similar nature, as 
it pertains to the Collateral, in completing production of, advertising for sale, and selling any 
Collateral and, in connection with Agent’s exercise of its rights under this Section 9.1, any Loan 
Party’s rights under all licenses and all franchise agreements shall inure to Agent’s benefit; 


(i) Sell the Collateral at either a public or private sale, or both, by way 
of one or more contracts or transactions, for cash or on terms, in such manner and at such places 
(including any Loan Party’s premises) as Agent determines is commercially reasonable, and apply 
any proceeds to the Obligations in accordance with Section 9.2. Agent may sell the Collateral 
without giving any warranties as to the Collateral. Agent may specifically disclaim any 
warranties of title or the like. This procedure will not be considered adversely to affect the 
commercial reasonableness of any sale of the Collateral. If Agent sells any of the Collateral upon 
credit, the Loan Parties will be credited only with payments actually made by the purchaser, 
received by Agent, and applied to the indebtedness of the purchaser. If the purchaser fails to pay 
for the Collateral, Agent may resell the Collateral and the Loan Parties shall be credited with the 
proceeds of the sale; 


(j) Credit bid and purchase at any public sale; 


(k) — Apply for the appointment of a receiver, trustee, liquidator or 
conservator of the Collateral, without notice and without regard to the adequacy of the security for 
the Obligations and without regard to the solvency of any Loan Party, any guarantor or any other 
Person liable for any of the Obligations; 
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(I) Any deficiency that exists after disposition of the Collateral as 
provided above will be paid immediately by the Loan Parties; and 


(m) Demand and receive possession of a copy of any Loan Party’s 
Books. 


Agent’s compliance with any applicable state or federal law requirements 
in connection with a disposition of the Collateral will not be considered adversely to affect the 
commercial reasonableness of any sale of the Collateral. 


9.2 Allocation of Proceeds. If an Event of Default occurs and is continuing 
and the maturity of the Credit Extensions has been accelerated pursuant to Section 9.1(a), all 
payments received by Agent hereunder or under the other Loan Documents, in respect of any 
principal of or interest on the Obligations or any other amounts payable by Borrower or any other 
Loan Party hereunder or under the other Loan Documents, shall be applied by Agent in the 
following order: 


(a) | To payment of that portion of the Obligations constituting fees, 
indemnities, Lender Expenses and other amounts payable to Agent in its capacity as such; then 


(b) To payment of that portion of the Obligations constituting 
indemnities, Lender Expenses and other amounts (other than principal, interest and fees) payable 
to the Lenders (including in a Lender’s capacity as a Providing Lender), ratably among them in 
proportion to the amounts described in this clause payable to them; then 


(c) To payment of that portion of the Obligations constituting accrued 
and unpaid interest on Credit Extensions and other Obligations, and fees (including unused 
commitment fees and accrued but unpaid fees on Ancillary Services), ratably among the Lenders 
(including in a Lender’s capacity as a Providing Lender) in proportion to the respective amounts 
described in this clause payable to them; then 


(d) To payment of (i) that portion of the Obligations constituting 
unpaid principal of Credit Extensions, (ii) unpaid Reimbursement Obligations, and (iii) other 
unpaid Obligations arising from Ancillary Services, ratably among the Lenders (including in a 
Lender’s capacity as a Providing Lender) in proportion to the respective amounts described in this 
clause held by them; then 


(e) To Agent for the account of Agent or a Providing Lender, as 
applicable, to Cash Collateralize outstanding obligations in connection with Ancillary Services, 
ratably among Agent and the Providing Lenders in proportion to the respective amounts described 
in this clause held by them; then 


(f) To payment of all other Obligations, ratably among the Lenders in 
proportion to the respective amounts described in this clause held by them; then 


(g) The balance, if any, after all of the Obligations have been 
indefeasibly paid in full, to the Loan Parties or as otherwise required by law. 


37 


Subject to Section 2.1(b)(v)(D), amounts used to Cash Collateralize outstanding obligations in 
connection with Ancillary Services pursuant to clause (e) above shall be applied to satisfy 
Reimbursement Obligations or other obligations arising from or relating to Ancillary Services as 
they become due. If any amount remains on deposit as Cash Collateral after all Ancillary Services 
have been terminated and all obligations arising therefrom or relating thereto have been satisfied, 
such remaining amount shall be applied to the other Obligations, if any, in the order set forth above. 


9.3. Power of Attorney. Effective only upon the occurrence and during the 
continuance of an Event of Default, each Loan Party hereby irrevocably appoints Agent (and any 
of Agent’s designated officers or employees) as such Loan Party’s true and lawful attorney to: (a) 
send requests for verification of Accounts or notify account debtors of Agent’s security interest in 
the Accounts; (b) endorse such Loan Party’s name on any checks or other forms of payment or 
security that may come into Agent’s possession; (c) sign such Loan Party’s name on any invoice 
or bill of lading relating to any Account, drafts against account debtors, schedules and assignments 
of Accounts, verifications of Accounts, and notices to account debtors; (d) dispose of any 
Collateral; (e) make, settle, and adjust all claims under and decisions with respect to such Loan 
Party’s policies of insurance; and (f) settle and adjust disputes and claims respecting Accounts 
directly with account debtors, for amounts and upon terms which Agent determines to be 
reasonable. In addition, each Loan Party hereby irrevocably appoints Agent (and any of Agent’s 
designated officers or employees) to (x) enter into a short-form intellectual property security 
agreement consistent with the terms of this Agreement for recording purposes only or modify, in 
its sole discretion, any intellectual property security agreement entered into between a Loan Party 
and Agent without first obtaining such Loan Party’s approval of or signature to such modification 
by amending Exhibits A, B, and C, thereof, as appropriate, to include reference to any right, title 
or interest in any Copyrights, Patents or Trademarks acquired by such Loan Party after the 
execution hereof or to delete any reference to any right, title or interest in any Copyrights, Patents 
or Trademarks in which such Loan Party no longer has or claims to have any right, title or interest; 
and (y) file, in its sole discretion, one or more financing or continuation statements and 
amendments thereto, relative to any of the Collateral. The appointment of Agent as each Loan 
Party’s attorney in fact, and each and every one of Agent’s rights and powers, being coupled with 
an interest, is irrevocable upon the occurrence and during the continuance of an Event of Default 
until all of the Obligations (other than inchoate indemnity obligations or obligations extending 
beyond the Non-Formula Revolving Maturity Date that have been Cash Collateralized in 
accordance with this Agreement) have been fully repaid and performed and each Lender’s 
obligation to provide Credit Extensions hereunder is terminated. 


9.4 Accounts Collection. At any time after the occurrence and during the 
continuation of an Event of Default, (a) Agent may notify any Person owing funds to any Loan 
Party of Agent’s security interest in such funds and verify the amount of such Account, and (b) 
each Loan Party shall collect all amounts owing to such Loan Party for Agent, receive in trust all 
payments as Agent’s trustee, and immediately deliver such payments to Agent in their original 
form as received from the account debtor, with proper endorsements for deposit. 


9.5 Lender Expenses. If any Loan Party fails to pay any amounts or furnish 
any required proof of payment due to third persons or entities, as required under the terms of this 
Agreement, then Agent may do any or all of the following after reasonable notice to such Loan 
Party: (a) make payment of the same or any part thereof; and/or (b) set up such reserves under 


38 


the Non-Formula Revolving Line as Agent deems necessary to protect Agent and the Lenders from 
the exposure created by such failure; or (c) obtain and maintain insurance policies of the type 
discussed in Section 6.5 of this Agreement, and take any action with respect to such policies as 
Agent deems prudent. Any amounts so paid or deposited by Agent shall constitute Lender 
Expenses, shall be immediately due and payable, shall bear interest at the then applicable rate 
hereinabove provided, and shall be secured by the Collateral. Any payments made by Agent shall 
not constitute an agreement by Agent to make similar payments in the future or a waiver by Agent 
of any Event of Default under this Agreement. 


9.6 Liability for Collateral. 


(a) | Agentand the Lenders have no obligation to clean up or otherwise 
prepare the Collateral for sale. A\ll risk of loss, damage, or destruction of the Collateral shall be 
borne by the Loan Parties, except for that which results from Agent’s or a Lender’s gross 
negligence or willful misconduct as finally determined by a non-appealable judgment of a court of 
competent jurisdiction. 


(b) — Agent’s sole duty with respect to the custody, safekeeping, and 
physical preservation of the Collateral in its possession is to deal with it in the same manner as 
Agent deals with similar property for its own account. The powers conferred on Agent hereunder 
are solely to protect Agent’s interest in the Collateral and do not impose any duty upon Agent to 
exercise any such powers. Agent is accountable only for amounts that it receives as a result of 
the exercise of such powers, and Agent is not responsible to the Loan Parties for any act or failure 
to act hereunder, except for its own gross negligence or willful misconduct as finally determined 
by anon-appealable judgment of a court of competent jurisdiction. In addition, Agent is not liable 
or responsible for any loss or damage to any Collateral, or for any diminution in the value thereof, 
by reason of the act or omission of any warehousemen, carrier, forwarding agency, consignee or 
other bailee if such Person has been selected by Agent in good faith. Agent may (but shall not be 
obligated to) pay taxes on behalf of a Loan Party, satisfy any Liens against the Collateral (other 
than Permitted Liens), purchase insurance to protect Agent’s and the Lenders’ interest if a Loan 
Party fails to maintain the insurance required hereunder and pay for the maintenance, insurance, 
protection, and preservation of the Collateral and effect compliance with the terms of any Loan 
Document. Borrower agrees to reimburse Agent, on demand, for all reasonable and documented 
costs and expenses incurred by Agent in connection with such payment or performance and agrees 
that such amounts will constitute Obligations. The Loan Parties hereby (i) waive any right under 
the Code or any other applicable law to receive notice and/or copies of any filed or recorded 
financing statements, amendments thereto, continuations thereof or termination statements and 
(ii) release and excuse Agent and each Lender from any obligation under the Code or any other 
applicable law to provide notice or a copy of any such filed or recorded documents. 


(c) Neither Agent nor any Lender has any obligation to marshal any 
property in favor of Borrower or any other Person or against or in payment of any Obligation. 


9.7 No Obligation to Pursue Others. Agent and the Lenders have no 
obligation to attempt to satisfy the Obligations by collecting them from any other person liable for 
them, and Agent may release, modify or waive any collateral provided by any other Person to 
secure any of the Obligations, all without affecting Agent’s and the Lenders’ rights against any 
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Loan Party. Each Loan Party waives any right it may have to require Agent or any Lender to 
pursue any other Person for any of the Obligations. 


9.8 | Remedies Cumulative. Agent’s and the Lenders’ rights and remedies 
under this Agreement, the Loan Documents, and all other agreements shall be cumulative. Agent 
and the Lenders shall have all other rights and remedies not inconsistent herewith as provided 
under the Code, by law, or in equity. No exercise by Agent or any Lender of one right or remedy 
shall be deemed an election, and no waiver by Agent or any Lender of any Event of Default on 
any Loan Party’s part shall be deemed a continuing waiver. No delay by Agent or any Lender 
shall constitute a waiver, election, or acquiescence by it. No waiver by Agent or any Lender shall 
be effective unless made in a written document signed on behalf of the Required Lenders and then 
shall be effective only in the specific instance and for the specific purpose for which it was given. 
The Loan Parties expressly agree that this Section 9.8 may not be waived or modified by Agent or 
any Lender by course of performance, conduct, estoppel or otherwise. 


9.9 Demand; Protest. Except as otherwise provided in this Agreement, each 
Loan Party waives demand, protest, notice of protest, notice of default or dishonor, notice of 
payment and nonpayment and any other notices relating to the Obligations. 


10. NOTICES. 


Unless otherwise provided in this Agreement, all notices or demands by any party relating 
to this Agreement or any other agreement entered into in connection herewith shall be in writing 
and (except for financial statements and other informational documents, which may be provided 
in accordance with Section 6.2 of this Agreement) shall be deemed to have been validly served, 
given, or delivered: (a) upon the earlier of actual receipt and three (3) Business Days after deposit 
in the U.S. mail, first class, registered or certified mail return receipt requested, with proper postage 
prepaid; (b) upon transmission, when sent by electronic mail, provided that no “undeliverable” 
message is promptly received by the sender; (c) one (1) Business Day after deposit with a reputable 
overnight courier with all charges prepaid; or (d) when delivered, if hand-delivered by messenger, 
all of which shall be addressed to the party to be notified and sent to the address or email address 
indicated below: 


If to Loan Parties: DraftKings Inc., on behalf of each Loan Party 
222 Berkeley Street, 5th Floor 
Boston, MA 02116 
Attn: Jason Park, Chief Financial Officer 
Email: jasonpark@draftkings.com 


If to Agent: PACIFIC WESTERN BANK 
555 S. Mangum Street, Suite 1000 
Durham, NC 27701 
Attn: Loan Operations Manager 
Email: loannotices@pacwest.com 
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with a copy to: PACIFIC WESTERN BANK 
131 Oliver Street, 2 Floor 
Boston, MA 02110 
Attn: Joel Marquis 
Email: jmarquis@pacwest.com 


If to a Lender: To such Lender’s address on Schedule A 


The parties hereto may change the address at which they are to receive notices hereunder, 
by notice in writing in the foregoing manner given to the other parties. 


11. CHOICE OF LAW AND VENUE; JURY TRIAL WAIVER. 


This Agreement shall be governed by, and construed in accordance with, the internal laws 
of the State of North Carolina, without regard to principles of conflicts of law. Jurisdiction shall 
lie in the State of North Carolina. All disputes, controversies, claims, actions and similar 
proceedings arising with respect to Borrower’s account or any related agreement or transaction 
shall be brought in the General Court of Justice of North Carolina sitting in Durham County, North 
Carolina or the United States District Court for the Middle District of North Carolina, except as 
provided below with respect to arbitration of such matters. AGENT, EACH LENDER, AND 
EACH LOAN PARTY EACH ACKNOWLEDGE THAT THE RIGHT TO TRIAL BY JURY IS 
A CONSTITUTIONAL ONE, BUT THAT IT MAY BE WAIVED. EACH OF THEM, AFTER 
CONSULTING OR HAVING HAD THE OPPORTUNITY TO CONSULT WITH COUNSEL 
OF THEIR CHOICE, KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVES 
ANY RIGHT ANY OF THEM MAY HAVE TO A TRIAL BY JURY IN ANY LITIGATION 
BASED UPON OR ARISING OUT OF THIS AGREEMENT OR ANY RELATED 
INSTRUMENT OR LOAN DOCUMENT OR ANY OF THE’ TRANSACTIONS 
CONTEMPLATED BY THIS AGREEMENT OR ANY COURSE OF CONDUCT, DEALING, 
STATEMENTS (WHETHER ORAL OR WRITTEN), OR ACTION OF ANY OF THEM. 
THESE PROVISIONS SHALL NOT BE DEEMED TO HAVE BEEN MODIFIED IN ANY 
RESPECT OR RELINQUISHED BY AGENT, ANY LENDER OR ANY LOAN PARTY, 
EXCEPT BY A WRITTEN INSTRUMENT EXECUTED BY EACH OF THEM. If the jury 
waiver set forth in this Section 11 is not enforceable, then any dispute, controversy, claim, action 
or similar proceeding arising out of or relating to this Agreement, the Loan Documents or any of 
the transactions contemplated therein shall be settled by final and binding arbitration held in 
Durham County, North Carolina in accordance with the then current Commercial Arbitration Rules 
of the American Arbitration Association by one arbitrator appointed in accordance with those 
rules. The arbitrator shall apply North Carolina law to the resolution of any dispute, without 
reference to rules of conflicts of law or rules of statutory arbitration. Judgment upon any award 
resulting from arbitration may be entered into and enforced by any state or federal court having 
jurisdiction thereof. Notwithstanding the foregoing, the parties may apply to any court of 
competent jurisdiction for preliminary or interim equitable relief or to compel arbitration in 
accordance with this Article. The costs and expenses of the arbitration, including without 
limitation the arbitrator’s fees, expert witness fees, and reasonable attorneys’ fees incurred by the 
parties to the arbitration may be awarded to the prevailing party, in the discretion of the arbitrator, 
or may be apportioned between the parties in any manner deemed appropriate by the arbitrator. 
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Unless and until the arbitrator decides that one party is to pay for all (or a share) of such costs and 
expenses, both parties shall share equally in the payment of the arbitrator’s fees as and when billed 
by the arbitrator. 


12. GENERAL PROVISIONS. 
12.1 Successors and Assigns. 


(a) Successors and Assigns Generally. This Agreement binds and 
is for the benefit of the successors and permitted assigns of each of the parties and shall bind all 
Persons who become bound as a debtor to this Agreement. No Loan Party may assign this 
Agreement or any rights or obligations under it without Agent’s and each Lender’s prior written 
consent (which may be granted or withheld in Agent’s and/or each Lender’s sole discretion). No 
Lender may assign or otherwise transfer any of its rights or obligations hereunder or under any 
Loan Document except (i) to an Eligible Assignee in accordance with the provisions of subsection 
(b) of this Section 12.1, (ii) by way of participation in accordance with the provisions of subsection 
(d) of this Section 12.1 or (iii) by way of pledge or assignment of a security interest subject to the 
restrictions of subsection (e) of this Section 12.1. Any other attempted assignment or transfer by 
any party hereto shall be null and void ab initio. Nothing in this Agreement, expressed or implied, 
shall be construed to confer upon any Person (other than the parties hereto, their respective 
successors and assigns permitted hereby, Participants to the extent provided in paragraph (d) of 
this Section 12.1 and, to the extent expressly contemplated hereby, the Related Persons of each of 
Agent and the Lenders) any legal or equitable right, remedy or claim under or by reason of this 
Agreement. 


(b) Assignments by Lenders. Any Lender may at any time assign 
to one or more Eligible Assignees all or a portion of its rights and obligations under this Agreement 
(including all or a portion of its Commitments and the Non-Formula Advances at the time owing 
to it); provided that any such assignment shall be subject to the following conditions: 


(i) Minimum Amounts. 


(A) _ in the case of an assignment of the entire remaining 
amount of the assigning Lender’s Commitments and/or the Credit Extensions at the time owing 
to it or contemporaneous assignments to related Approved Funds that equal at least the amount 
specified in paragraph (b)(i)(B) of this Section 12.1 in the aggregate or in the case of an 
assignment to a Lender, an Affiliate of a Lender, or an Approved Fund, no minimum amount 
need be assigned; and 


(B) — in any case not described in paragraph (b)(i)(A) of 
this Section 12.1, the aggregate amount of the Commitments or Credit Extensions of any facility 
identified in Section 2.1 (which for this purpose includes Credit Extensions outstanding 
thereunder) or, if the Commitments have then terminated, the outstanding principal balance of 
the Credit Extensions of the assigning Lender subject to each such assignment (determined as of 
the date the Assignment and Assumption with respect to such assignment is delivered to Agent) 
shall not be less than $2,000,000 unless, so long as no Event of Default has occurred and is 
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continuing, Borrower otherwise consents (each such consent not to be unreasonably withheld or 
delayed). 


(ii) Proportionate Amounts. Each partial assignment shall be 
made as an assignment of a proportionate part of all of the assigning Lender’s rights and 
obligations under this Agreement with respect to the Commitments or Credit Extensions 
assigned, except that this clause (ii) does not prohibit any Lender from assigning all or a portion 
of its rights and obligations among separate facilities on a non-pro rata basis. 


(iii) Required Consents. No consent shall be required for any 
assignment except to the extent required by subsection (b)(i)(B) of this Section 12.1 and, in 
addition: 


(A) Borrower’s consent (such consent not to be 
unreasonably withheld or delayed) is required unless (1) an Event of Default has occurred and is 
continuing at the time of such assignment, or (2) such assignment is to a Lender, an Affiliate of 
a Lender, or an Approved Fund; provided that Borrower will be deemed to have consented to 
any such assignment unless they object thereto by written notice to Agent within ten (10) 
Business Days after having received notice thereof; and 


(B) | Agent’s consent (such consent not to be 
unreasonably withheld or delayed) is required for an assignment of a Commitment or Credit 
Extension if such assignment is to a Person that is not a Lender that then maintains a 
Commitment or Credit Extension under the same facility as the Commitment or Credit Extension 
being assigned, an Affiliate of any such Lender or an Approved Fund with respect to any such 
Lender. 


(iv) Assignment and Assumption. The parties to each 
assignment shall execute and deliver to Agent an Assignment and Assumption on terms and 
conditions reasonably satisfactory to Agent, together with a processing and recordation fee of 
$3,500. The Eligible Assignee, if it is not a Lender, shall deliver to Agent an Administrative 
Questionnaire. 


(v) No Assignment to Certain Persons. No assignment may 
be made to (A) a Loan Party or any of a Loan Party’s Affiliates or Subsidiaries, (B) any 
Defaulting Lender or any of its Subsidiaries, or any Person who, upon becoming a Lender 
hereunder, would constitute any of the foregoing Persons described in this clause (B), or (C) a 
natural Person or a trust for the benefit of a natural Person. 


(vi) Certain Additional Payments. In connection with any 
assignment of rights and obligations of any Defaulting Lender hereunder, no such assignment 
will be effective unless and until, in addition to the other conditions thereto set forth herein, the 
parties to the assignment make such additional payments to Agent in an aggregate amount 
sufficient, upon distribution thereof as appropriate (which may be outright payment, purchases 
by the assignee of participations or subparticipations, or other compensating actions, including 
funding, with the consent of Borrower and Agent, the applicable pro rata share of Credit 
Extensions previously requested but not funded by the Defaulting Lender, to each of which the 


43 


applicable assignee and assignor hereby irrevocably consent), to (A) pay and satisfy in full all 
payment liabilities then owed by such Defaulting Lender to Agent and each other Lender 
hereunder (and interest accrued thereon), and (B) acquire (and fund as appropriate) its full pro 
rata share of all Credit Extensions in accordance with its Pro Rata Share. Notwithstanding the 
foregoing, in the event that any assignment of rights and obligations of any Defaulting Lender 
hereunder becomes effective under Applicable Laws without compliance with the provisions of 
this paragraph, then the assignee of such interest shall be deemed to be a Defaulting Lender for 
all purposes of this Agreement until such compliance occurs. 


Subject to acceptance and recording thereof by Agent pursuant to paragraph (c) of this Section 
12.1, from and after the effective date specified in each Assignment and Assumption, the Eligible 
Assignee thereunder shall be a party to this Agreement and, to the extent of the interest assigned 
by such Assignment and Assumption, have the rights and obligations of a Lender under this 
Agreement, and the assigning Lender thereunder shall, to the extent of the interest assigned by 
such Assignment and Assumption, be released from its obligations under this Agreement (and, in 
the case of an Assignment and Assumption covering all of the assigning Lender’s rights and 
obligations under this Agreement, such Lender shall cease to be a party hereto) but shall continue 
to be entitled to the benefits of Section 12.2 with respect to facts and circumstances occurring prior 
to the effective date of such assignment; provided that, except to the extent otherwise expressly 
agreed by the affected parties, no assignment by a Defaulting Lender will constitute a waiver or 
release of any claim of any party hereunder arising from that Lender having been a Defaulting 
Lender. Any assignment or transfer by a Lender of rights or obligations under this Agreement 
that does not comply with this paragraph shall be treated for purposes of this Agreement as a sale 
by such Lender of a participation in such rights and obligations in accordance with paragraph (d) 
of this Section 12.1. 


(c) Register. Agent, acting solely for this purpose as an agent of 
Borrower, shall maintain at one of its offices in Durham, North Carolina a copy of each 
Assignment and Assumption delivered to it and a register for the recordation of the names and 
addresses of the Lenders and the Commitments of, and principal amounts of the Credit Extensions 
owing to, each Lender pursuant to the terms hereof from time to time (the “Register”’). In 
addition, Agent shall maintain on the Register the designation, and the revocation of designation, 
of any Lender as a Defaulting Lender of which it has received notice. The entries in the Register 
shall be conclusive absent manifest error, and Borrower, Agent, and the Lenders shall treat each 
Person whose name is recorded in the Register pursuant to the terms hereof as a Lender hereunder 
for all purposes of this Agreement, notwithstanding notice to the contrary. The Register shall be 
available for inspection by Borrower and any Lender, at any reasonable time and from time to time 
upon reasonable prior notice. 


(d) Participations. Any Lender may at any time, without the 
consent of, or notice to, Borrower or Agent, sell participations to any Person (other than a natural 
person or Borrower or Borrower’s Affiliates or Subsidiaries) (each, a “Participant”) in all or a 
portion of such Lender’s rights and/or obligations under this Agreement (including all or a portion 
of its Commitments and/or the Credit Extensions owing to it); provided that (i) such Lender’s 
obligations under this Agreement shall remain unchanged, (ii) such Lender shall remain solely 
responsible to the other parties hereto for the performance of such obligations, and (iii) Borrower, 
Agent, and Lenders may continue to deal solely and directly with such Lender in connection with 
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such Lender’s rights and obligations under this Agreement. For the avoidance of doubt, each 
Lender is responsible for the indemnity under Section 15.6 with respect to any payments made by 
such Lender to its Participant(s). A Participant shall not be entitled to receive any greater payment 
under Sections 2.8 or 2.9, with respect to any participation, than its participating Lender would 
have been entitled to receive, except to the extent such entitlement to receive a greater payment 
results from a change in Applicable Law that occurs after the Participant acquired the applicable 
participation. Each Lender that sells a participation agrees to use reasonable efforts to cooperate 
with Borrower to effectuate the provisions of Section 2.11(b) with respect to any Participant. 


Any agreement or instrument pursuant to which a Lender sells such a participation must provide 
that such Lender retains the sole right to enforce this Agreement and to approve any amendment, 
modification or waiver of any provision of this Agreement; provided that such agreement or 
instrument may provide that such Lender will not, without the consent of the Participant, agree to 
any amendment, modification or waiver described in Section 12.5(b)(i)-(ix) (inclusive) that affects 
such Participant. Each Lender that sells a participation shall, acting solely for this purpose as an 
agent of Borrower, maintain a register on which it enters the name and address of each Participant 
and the principal amounts (and stated interest) of each Participant’s interest in the Credit 
Extensions or other obligations under the Loan Documents (the “Participant Register’’); provided 
that no Lender need disclose all or any portion of the Participant Register (including the identity 
of any Participant or any information relating to a Participant’s interest in any commitments, loans, 
letters of credit, or other obligations under any Loan Document) to any Person except to the extent 
that such disclosure is necessary to establish that such commitment, loan, letter of credit, or other 
obligation is in registered form under Section 5f.103-1(c) of the United States Treasury 
Regulations. The entries in the Participant Register shall be conclusive absent manifest error, and 
Borrower, Agent, and the Lenders shall treat each Person whose name is recorded in the Participant 
Register as the owner of such participation for all purposes of this Agreement notwithstanding any 
notice to the contrary. For the avoidance of doubt, Agent (in its capacity as Agent) shall have no 
responsibility for maintaining a Participant Register. 


(e) Certain Pledges. Any Lender may at any time pledge or assign 
a security interest in all or any portion of its rights under this Agreement to secure obligations of 
such Lender, including any pledge or assignment to secure obligations to a Federal Reserve Bank; 
provided that no such pledge or assignment will release such Lender from any of its obligations 
hereunder or substitute any such pledgee or assignee for such Lender as a party hereto. 


12.2 Indemnification. Each Loan Party shall, jointly and severally, defend, 
indemnify, and hold harmless Agent, each Lender, and their respective officers, directors, 
employees, Affiliates, advisors, and agents (each, an “Indemnified Person”) against: (a) all 
obligations, demands, claims, and liabilities claimed or asserted by any other party in connection 
with the transactions contemplated by this Agreement, the use or proposed use of the Credit 
Extensions or any actual or threatened claim, counterclaim, action, judgment, suit, hearing, 
governmental investigation, arbitration or proceeding relating to any of the foregoing, regardless 
of whether any such Indemnified Person is a party thereto (and regardless of whether such matter 
is initiated by a Loan Party or any of its Subsidiaries or Affiliates or by a Loan Party’s equity 
holders, creditors, or any other third party) (and including reasonable and documented attorneys’ 
fees and expenses in connection with the foregoing); and (b) all losses or Lender Expenses in any 
way suffered, incurred, or paid by any Indemnified Person as a result of or in any way arising out 
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of, following, or consequential to transactions between a Loan Party and Agent and/or any Lender 
whether under this Agreement or otherwise (including without limitation reasonable and 
documented attorneys’ fees and expenses), except, in each case, for losses, obligations, demands, 
claims, liabilities and Lender Expenses (i) caused by an Indemnified Person’s gross negligence, 
bad faith or willful misconduct as determined by a court of competent jurisdiction by final and 
non-appealable order, (ii) that arose from a material breach of such Indemnified Person’s 
obligations under any Loan Document (as determined by a court of competent jurisdiction in a 
final, non-appealable judgment), or (iii) that arose from any claim, actions, suits, inquiries, 
litigation, investigation or proceeding that does not involve an act or omission of Borrower or any 
of its Affiliates and is brought by an Indemnified Person against another Indemnified Person (other 
than any claim, actions, suits, inquiries, litigation, investigation or proceeding against Agent in its 
capacity as such). This Section 12.2 shall not apply with respect to Taxes other than any Taxes 
that represent losses, claims, damages, etc. arising from any non-Tax claim. 


12.3. Time of Essence. Time is of the essence for the performance of all 
obligations set forth in this Agreement. 


12.4 Severability of Provisions. Each provision of this Agreement shall be 
severable from every other provision of this Agreement for the purpose of determining the legal 
enforceability of any specific provision. 


12.5 Amendments in Writing; Waiver; Integration. 


(a) No purported amendment or modification of any Loan Document, 
or waiver, discharge or termination of any obligation under any Loan Document, shall be 
enforceable or admissible unless, and only to the extent, made in accordance with this Section 
12.5. Without limiting the generality of the foregoing, no oral promise or statement, nor any 
action, inaction, delay, failure to require performance or course of conduct shall operate as, or 
evidence, an amendment, supplement or waiver or have any other effect on any Loan Document. 
Any waiver granted shall be limited to the specific circumstance expressly described in it and shall 
not apply to any subsequent or other circumstance, whether similar or dissimilar, or give rise to or 
evidence, any obligation or commitment to grant any further waiver. 


(b) No amendment, modification, termination or waiver of any 
provision of any Loan Document, and no consent with respect to any departure by a Loan Party 
therefrom, shall be effective unless the same is in writing and signed by Agent, the Required 
Lenders (or by Agent with the consent of the Required Lenders), and Loan Parties; provided that 
no such amendment, modification, termination, waiver or consent may, unless in writing and 
signed by all of the Lenders directly affected thereby (or by Agent with the written consent of all 
of the Lenders directly affected thereby): (i) increase or decrease the amount of any Commitment 
of any Lender (which shall be deemed to affect all of the Lenders) or subject any Lender to any 
additional obligation (it being understood and agreed that a waiver of any condition precedent set 
forth in Section 3.2 or of any Event of Default is not considered an increase in the Commitment of 
any Lender or any Lender’s obligation to fund); (ii) reduce the principal of or rate of interest on 
any Credit Extension or reduce the amount of any fees payable under any Loan Document, 
provided, however, that only the consent of the Required Lenders is necessary to amend the 
definition of “Default Rate” or to reduce the Default Rate; (iii) postpone the date fixed for or 
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reduce or waive any scheduled installment of principal, any reduction or termination of any 
Commitment, or any payment of interest or fees due to any Lender under the Loan Documents, 
provided, however, that only the consent of the Required Lenders is necessary to amend the 
definition of “Default Rate” or to postpone or waive any obligation of Borrower to pay interest at 
the Default Rate; (iv) release or subordinate the Lien on all or substantially all of the Collateral, 
except as otherwise may be provided in any Loan Document (which shall be deemed to affect all 
of the Lenders); (v) release a Loan Party from, or consent to a Loan Party’s assignment or 
delegation of, its obligations under the Loan Documents, or release any guaranty given to support 
payment of the Obligations (each of which shall be deemed to affect all of the Lenders), except as 
otherwise may be provided in any Loan Document; (vi) amend or waive any provision of the Loan 
Documents in any manner that permits a Defaulting Lender to cure its status as a Defaulting Lender 
without requiring such Defaulting Lender to pay in full its unfunded obligations; (vii) amend or 
modify the definition of “Required Lenders” or any provision providing for the consent or other 
action by all of the Lenders or all affected Lenders; (viii) amend or modify the definition of “Pro 
Rata Share” or any provision in a manner that would alter any ratable sharing requirements, or 
(ix) amend, modify, terminate, or waive Section 9.2 or this Section 12.5(b). Notwithstanding 
anything to the contrary herein, no Defaulting Lender has any right to approve or disapprove any 
amendment, waiver, or consent hereunder (and any amendment, waiver, or consent which by its 
terms requires the consent of all Lenders may be effected with the consent of all Lenders other 
than Defaulting Lenders), provided that, without in any way limiting Section 2.10, any such 
amendment, waiver, or consent that would increase or extend the term of the Commitments or 
Credit Extensions of such Defaulting Lender, extend the date fixed for the payment of principal or 
interest owing to such Defaulting Lender hereunder, reduce the principal amount of any obligation 
owing to such Defaulting Lender, reduce the amount of or the rate or amount of interest on any 
amount owing to such Defaulting Lender or of any fee payable to such Defaulting Lender 
hereunder, or alter the terms of this proviso requires the consent of such Defaulting Lender. 


(c) Notwithstanding any provision in Section 12.5(b) to the contrary, 
(i) Agent may amend Schedule A to reflect assignments permitted hereunder, (ii) Agent and Loan 
Parties may amend or modify any Loan Document to grant a new Lien, extend an existing Lien 
over additional property, or join additional Persons as credit parties hereunder, in each case for the 
benefit of Agent and the Lenders, (iii) Agent and Loan Parties may amend or modify any Loan 
Document to correct an error or omission of a technical nature, (iv) any Ancillary Services 
Agreement may be amended, or rights or privileges thereunder waived, in a writing executed only 
by the parties thereto, so long as the Ancillary Services Usage Amount related thereto does not 
increase and such amendment or waiver is not materially adverse to the interests of the Lenders, 
and (v) the Fee Letter may be amended, or rights or privileges thereunder waived, in a writing 
executed only by the parties thereto. 


(d) | The Loan Documents represent the entire agreement about this 
subject matter and supersede prior negotiations or agreements. All prior agreements, 
understandings, representations, warranties and negotiations among the parties about the subject 
matter of the Loan Documents merge into the Loan Documents. 


12.6 Counterparts; Electronic Transmission; Electronic Signatures. This 
Agreement may be executed in any number of counterparts and by different parties on separate 
counterparts, each of which, when executed and delivered, shall be deemed to be an original, and 
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all of which, when taken together, shall constitute but one and the same Agreement. Executed 
copies of this Agreement or the signature pages of this Agreement sent by facsimile or transmitted 
electronically in Portable Document Format or any similar format, or transmitted electronically by 
digital image, DocuSign, or other means of electronic transmission, shall be treated as originals, 
fully binding and with full legal force and effect, and the parties waive any rights they may have 
to object to such treatment. The words “execution,” “signed,” “signature,” “delivery,” and words 
of like import in or relating to this Agreement and/or any document to be signed in connection 
with this Agreement and the transactions contemplated hereby shall be deemed to include 
Electronic Signatures (as defined below), deliveries or the keeping of records in electronic form, 
each of which shall be of the same legal effect, validity or enforceability as a manually executed 
signature, physical delivery thereof or the use of a paper-based recordkeeping system, as the case 
may be. Asused herein, “Electronic Signatures” means any electronic symbol or process attached 
to, or associated with, any contract or other record and adopted by a person with the intent to sign, 
authenticate or accept such contract or record. 


12.7. Survival. All covenants, representations and warranties made in this 
Agreement shall continue in full force and effect so long as any Obligations (other than inchoate 
indemnity obligations or obligations extending beyond the Non-Formula Revolving Maturity Date 
that have been Cash Collateralized in accordance with this Agreement) remain outstanding or any 
Lender has any obligation to make any Credit Extension to Borrower. The obligations of the 
Loan Parties to indemnify Agent and the Lenders with respect to the expenses, damages, losses, 
costs and liabilities described in Section 12.2 shall survive until all applicable statute of limitations 
periods with respect to actions that may be brought against Agent or any Lender have run. 


12.8 Confidentiality. In handling any confidential information, Agent and 
each Lender shall exercise commercially reasonable efforts to maintain in confidence, in 
accordance with their customary procedures for handling confidential information, all non-public 
information furnished to them (“Confidential Information”) other than any such Confidential 
Information that becomes generally available to the public (other than in breach of this Agreement) 
or becomes available to Agent or such Lender from a third party other than a Loan Party and that 
is not known to Agent or such Lender, after reasonably inquiry, to be subject to confidentiality 
obligations; provided that Agent and each Lender shall have the right to disclose Confidential 
Information to: (i) such Person’s Affiliates in connection with their present or prospective business 
relations with a Loan Party; (ii) such Person or such Person’s Affiliates’ lenders, funding sources, 
or financing sources to the extent such Persons reasonably need to know such information in 
connection with the transactions contemplated hereby (so long as such persons have been 
instructed to keep the same confidential in accordance with this Section 12.8 or are bound by 
substantially similar confidentiality obligations to those of this Section 12.8); (iii) such Person’s 
or such Person’s Affiliates’ directors, officers, trustees, partners, members, managers, employees, 
agents, advisors, representatives, attorneys, equity owners, professional consultants, portfolio 
management services, and rating agencies to the extent such Persons reasonably need to know 
such information in connection with the transactions contemplated hereby (so long as such persons 
have been instructed to keep the same confidential in accordance with this Section 12.8 or are 
bound by substantially similar confidentiality obligations to those of this Section 12.8); (iv) any 
successor or permitted assign of Agent or such Lender; (v) any Person to whom such Lender offers 
to sell, assign, or transfer any Credit Extension or any part thereof or any interest or participation 
therein; provided that such Person agrees to keep the same confidential in accordance with this 
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Section 12.8; (vi) any Person that provides statistical analysis and/or information services to Agent, 
such Lender, or their Affiliates to the extent such Persons reasonably need to know such 
information in connection with the transactions contemplated hereby and agree to treat such 
information as confidential in accordance with this Section 12.8; and (vii) any Person (A) to the 
extent required by it by Applicable Law, (B) as may be required in connection with the 
examination, audit, or similar investigation, (C) in response to any subpoena or other legal process 
or informal investigative demand, or (D) in connection with the actual or potential exercise or 
enforcement of any right or remedy under any Loan Document; provided that Agent or the 
applicable Lender shall be responsible to the Loan Parties for any failure by any such Persons who 
are controlled Affiliates of Agent or the applicable Lender, as the case may be, to maintain the 
confidentiality of such Confidential Information disclosed by them to such Persons. The 
obligations of Agent, the Lenders, and their Affiliates under this Section 12.8 shall supersede and 
replace any other confidentiality obligations agreed to by Agent, any Lender, or its Affiliates. 


12.9 E-Systems. Agent is hereby authorized by the Loan Parties to establish 
procedures (and to amend such procedures from time to time) to facilitate administration and 
servicing of the Credit Extensions and other matters incidental thereto. Without limiting the 
generality of the foregoing, Agent is hereby authorized to establish procedures to make available 
or deliver, or to accept, notices, documents and similar items, by posting to or submitting and/or 
completion, on E-Systems. The Loan Parties acknowledge and agree that the use of transmissions 
via an E-System or electronic mail is not necessarily secure and that there are risks associated with 
such use, including risks of interception, disclosure and abuse, and Loan Parties assume and accept 
such risks by hereby authorizing the transmission via E-Systems or electronic mail. All uses of 
an E-System shall be governed by and subject to, in addition to this Section, the separate terms 
and conditions posted or referenced in such E-System (or such terms and conditions as may be 
updated from time to time, including on such E-System) and related contractual obligations 
executed by Loan Parties in connection with the use of such E-System. ALL E-SYSTEMS AND 
ELECTRONIC TRANSMISSIONS SHALL BE PROVIDED “AS-IS” AND “AS AVAILABLE”. 
NO REPRESENTATION OR WARRANTY OF ANY KIND IS MADE BY AGENT OR ANY 
OF ITS AFFILIATES IN CONNECTION WITH ANY E-SYSTEMS. 


12.10 Patriot Act Notice. Each Lender and Agent (for itself and not on behalf 
of any Lender) notifies each Loan Party that (a) pursuant to the requirements of the USA Patriot 
Act, Title Il of Pub. L. 107-56 (signed into law on October 26, 2001) (the “Patriot Act”), it is 
required to obtain, verify, and record information that identifies such Loan Party, which 
information includes names and addresses and other information that will allow such Lender or 
Agent, as applicable, to identify such Loan Party in accordance with the Patriot Act, and (b) 
pursuant to the Beneficial Ownership Regulation, it is required to obtain a Beneficial Ownership 
Certification. 


12.11 Divisions. For all purposes under the Loan Documents, in connection 
with any division or plan of division under Delaware law (or any comparable event under a 
different jurisdiction’s laws): (a) if any asset, right, obligation or liability of any Person becomes 
the asset, right, obligation or liability of a different Person, then it shall be deemed to have been 
transferred from the original Person to the subsequent Person, and (b) if any new Person comes 
into existence, such new Person shall be deemed to have been organized on the first date of its 
existence by the holders of its Capital Stock at such time. 
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12.12 Highest Lawful Rate. Notwithstanding any provision to the contrary 
contained in this Agreement or in any of the other Loan Documents, it is expressly provided that 
in no case or event shall the aggregate of (a) all interest on the unpaid balance of the Promissory 
Notes, accrued or paid from the date hereof, and (b) the aggregate of any other amounts accrued 
or paid pursuant to the Promissory Notes, or any of the other Loan Documents, which under 
Applicable Laws are or may be deemed to constitute interest upon the Credit Extensions from the 
date hereof, ever exceed the maximum rate of interest which could lawfully be contracted for, 
charged or received on the unpaid principal balance of such Credit Extensions. In this connection, 
it is expressly stipulated and agreed that it is the intent of Borrower, Agent, and the Lenders to 
contract in strict compliance with North Carolina usury laws and with any other applicable state 
usury laws and with federal usury laws (whichever permit the higher rate of interest) from time to 
time in effect. In furtherance thereof, none of the terms of this Agreement, the Promissory Notes 
or any of the other Loan Documents shall ever be construed to create a contract to pay, as 
consideration for the use, forbearance or detention of money, interest at a rate in excess of the 
Highest Lawful Rate. Neither Borrower nor any other Person now or hereafter becoming liable 
for payment of the Obligations shall ever be liable for interest in excess of the Highest Lawful 
Rate. If under any circumstances the aggregate amounts paid on the Obligations include amounts 
which by law are deemed interest which would exceed the Highest Lawful Rate, Borrower 
stipulates that such amounts will be deemed to have been paid as a result of an error on the part of 
Borrower, Agent, and the Lenders, and the Person receiving such excess payment shall promptly, 
upon discovery of such error or upon notice thereof from the Person making such payment, refund 
the amount of such excess. The parties further stipulate that such refund shall be a sufficient and 
sole remedy for such error and that no party shall be entitled to any damages or penalties, whether 
statutory or otherwise, as a result of such error. In addition, all sums paid or agreed to be paid to 
the holder or holders of the Obligations for the use, forbearance or detention of the Obligations 
shall, to the extent permitted by applicable law, be amortized, prorated, allocated and spread 
throughout the full term of the Obligations. The provisions of this Section 12.12 shall control all 
Loan Documents, whether now or hereafter existing and whether written or oral, between 
Borrower, Agent, and the Lenders. 


12.13 Acknowledgement Regarding Any Supporting QFCs. To the extent 
that the Loan Documents provide support, through a guarantee or otherwise, for Hedging 
Obligations or any other agreement or instrument that is a QFC (such support, “QFC Credit 
Support” and each such QFC, a “Supported QFC”), the parties acknowledge and agree as follows 
with respect to the resolution power of the Federal Deposit Insurance Corporation under the 
Federal Deposit Insurance Act and Title II of the Dodd-Frank Wall Street Reform and Consumer 
Protection Act (together with the regulations promulgated thereunder, the “U.S. Special Resolution 
Regimes”) in respect of such Supported QFC and QFC Credit Support (with the provisions below 
applicable notwithstanding that the Loan Documents and any Supported QFC may in fact be stated 
to be governed by the laws of the State of New York and/or of the United States or any other state 
of the United States): 


(a) In the event that a Covered Entity that is party to a Supported QFC 
(each, a “Covered Party’) becomes subject to a proceeding under a U.S. Special Resolution 
Regime, the transfer of such Supported QFC and the benefit of such QFC Credit Support (and any 
interest and obligation in or under such Supported QFC and such QFC Credit Support, and any 
rights in property securing such Supported QFC or such QFC Credit Support) from such Covered 


50 


Party will be effective to the same extent as the transfer would be effective under the U.S. Special 
Resolution Regime if the Supported QFC and such QFC Credit Support (and any such interest, 
obligation and rights in property) were governed by the laws of the United States or a state of the 
United States. In the event that a Covered Party or a BHC Act Affiliate of a Covered Party 
becomes subject to a proceeding under a U.S. Special Resolution Regime, Default Rights under 
the Loan Documents that might otherwise apply to such Supported QFC or any QFC Credit 
Support that may be exercised against such Covered Party are permitted to be exercised to no 
greater extent than such Default Rights could be exercised under the U.S. Special Resolution 
Regime if the Supported QFC and the Loan Documents were governed by the laws of the United 
States or a state of the United States. Without limitation of the foregoing, it is understood and 
agreed that rights and remedies of the parties with respect to a Defaulting Lender shall in no event 
affect the rights of any Covered Party with respect to a Supported QFC or any QFC Credit Support. 


(b) As used in this Section 12.13, the following terms have the 
following meanings: 


“BHC Act Affiliate” of a party means an “affiliate” (as such term is defined under, and 
interpreted in accordance with, 12 U.S.C. 1841(k)) of such party. 


“Covered Entity” means any of the following: 


(i) a “covered entity” as that term is defined in, and interpreted in 
accordance with, 12 C.F.R. §252.82(b); 


(ii) | a “covered bank” as that term is defined in, and interpreted in 
accordance with, 12 C.F.R. §47.3(b); or 


(iii) | a “covered FSI” as that term is defined in, and interpreted in 
accordance with, 12 C.F.R. §382.2(b). 


“Default Right” has the meaning assigned to that term in, and shall be interpreted in 
accordance with, 12 C.F.R. §§252.81, 47.2 or 382.1, as applicable. 


“QFC” has the meaning assigned to the term “qualified financial contract” in, and shall be 
interpreted in accordance with, 12 U.S.C. 5390(c)(8)(D). 


12.14 Reinstatement. This Agreement shall remain in full force and effect and 
shall continue to be effective should any petition or other proceeding be filed by or against any 
Loan Party for liquidation or reorganization, should any Loan Party become insolvent or make an 
assignment for the benefit of any creditor or creditors or should an interim receiver, receiver, 
receiver and manager, or trustee be appointed for all or any significant part of any Loan Party’s 
assets, and shall continue to be effective or to be reinstated, as the case may be, if at any time 
payment and performance of the Obligations, or any part thereof, is, pursuant to Applicable Law, 
rescinded or reduced in amount, or must otherwise be restored or returned by any obligee of the 
Obligations, whether as a fraudulent preference, reviewable transaction, or otherwise, all as though 
such payment or performance had not been made. In the event that any payment, or any part 
thereof, is rescinded, reduced, restored, or returned, the Obligations shall be reinstated and deemed 
reduced only by such amount paid and not so rescinded, reduced, restored, or returned. 
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13. [RESERVED]. 
14. GUARANTY. 


14.1 For and in consideration of the Credit Extensions by the Lenders to 
Borrower hereunder, and acknowledging that Agent and the Lenders would not enter into this 
Agreement without the benefit of this guaranty, Guarantors hereby unconditionally and 
irrevocably guarantee the prompt and complete payment of all amounts that Borrower owes to 
Agent and any Lender and performance by Borrower of this Agreement and the other Loan 
Documents in strict accordance with their respective terms. This guaranty is a continuing 
guaranty that covers, without limitation, new debts incurred by Borrower under the Loan 
Documents. 


14.2 If Borrower does not pay any amount or perform its obligations in strict 
accordance with the Loan Documents, Guarantors shall immediately pay all amounts due 
thereunder (including, without limitation, all principal, interest and fees) and otherwise proceed to 
complete the same and satisfy all of Borrower’s obligations under the Loan Documents. 


14.3 The obligations hereunder are joint and several, and the obligations 
hereunder are independent of the obligations of Borrower and any other Person or entity, and a 
separate action or actions may be brought and prosecuted against Guarantors whether action is 
brought against Borrower or whether Borrower be joined in any such action or actions. 
Guarantors waive the benefit of any statute of limitations affecting their liability hereunder, or the 
enforcement thereof, to the extent permitted by Applicable Law. Guarantors’ liability under this 
guaranty is not conditioned or contingent upon the genuineness, validity, regularity or 
enforceability of the Loan Documents. 


14.4 Guarantors authorize Agent and each Lender, without notice or demand and 
without affecting their liability hereunder, from time to time to (a) renew, extend or otherwise 
change the terms of the Loan Documents or any part thereof; (b) take and hold security for the 
payment of this guaranty or the Loan Documents in accordance with this Agreement, and 
exchange, enforce, waive and release any such security; and (c) apply such security and direct the 
order or manner of sale thereof as Agent and each Lender in their sole discretion may determine 
in accordance with this Agreement. 


14.5 Guarantors waive any right to require Agent or any Lender to (a) proceed 
against Borrower, any other Guarantor or any other Person; (b) proceed against or exhaust any 
security held from Borrower; or (c) pursue any other remedy in Agent’s or a Lender’s power 
whatsoever. Agent and each Lender may, at their election, exercise or decline or fail to exercise 
any right or remedy each may have against Borrower or any security held by Agent or a Lender, 
including without limitation the right to foreclose upon any such security by judicial or nonjudicial 
sale, without affecting or impairing in any way the liability of Guarantors hereunder. Guarantors 
waive any defense arising by reason of any disability or other defense of Borrower or by reason of 
the cessation from any cause whatsoever of the liability of Borrower. Guarantors waive any 
setoff, defense or counterclaim that Borrower may have against Agent or a Lender. Guarantors 
waive any defense arising out of the absence, impairment or loss of any right of reimbursement or 
subrogation or any other rights against Borrower. Until all of the amounts that Borrower owes to 
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Agent and the Lenders have been paid in full, Guarantors shall have no right of subrogation or 
reimbursement, contribution or other rights against Borrower, and Guarantors waive any right to 
enforce any remedy that Agent or a Lender now has or may hereafter have against Borrower. 
Guarantors waive all presentments, demands for performance, notices of nonperformance, 
protests, notices of protest, notices of dishonor and notices of acceptance of this guaranty and of 
the existence, creation or incurring of new or additional indebtedness. Guarantors assume the 
responsibility for being and keeping themselves informed of the financial condition of Borrower 
and of all other circumstances bearing upon the risk of nonpayment of any indebtedness or 
nonperformance of any obligation of Borrower, warrant to Agent and the Lenders that they will 
keep so informed and agree that, absent a request for particular information by Guarantors, neither 
Agent nor any Lender shall have any duty to advise Guarantors of information known to Agent or 
a Lender regarding such condition or any such circumstances. Guarantors waive any benefits that 
they have that permit a subordinating creditor to assert suretyship defenses or that give a 
subordinating creditor rights to require a senior creditor to marshal assets. Guarantors will not 
assert such a defense or right. Without limiting the generality of the foregoing, Guarantors hereby 
specifically waive the benefits of N.C. Gen. Stat. Sections 26-7 through 26-9, inclusive. 


14.6 If Borrower becomes insolvent or is adjudicated bankrupt or files a petition 
for reorganization, arrangement, composition or similar relief under any present or future provision 
of the United States Bankruptcy Code, or if such a petition is filed against Borrower, and in any 
such proceeding some or all of any indebtedness or obligations under the Loan Documents are 
terminated or rejected or any obligation of Borrower is modified or abrogated, or if Borrower’s 
obligations are otherwise avoided for any reason, Guarantors agree that Guarantors’ liability 
hereunder shall not thereby be affected or modified and such liability shall continue in full force 
and effect as if no such action or proceeding had occurred. This guaranty shall continue to be 
effective or be reinstated, as the case may be, if any payment must be returned by Agent or a 
Lender upon the insolvency, bankruptcy or reorganization of Borrower, a Guarantor or otherwise, 
as though such payment had not been made. 


14.7 Any indebtedness of Borrower now or hereafter held by Guarantors is 
hereby subordinated to any indebtedness of Borrower to Agent and/or any Lender; and such 
indebtedness of Borrower to Guarantors shall be collected, enforced and received by Guarantors 
as trustees for Agent and the Lenders and be paid over to Agent on account of the indebtedness of 
Borrower to Agent and/or any Lender but without reducing or affecting in any manner the liability 
of Guarantors under the other provisions of this guaranty. 


14.8 Guarantors agree to pay all Lender Expenses which may be incurred by 
Agent or any Lender in the enforcement of this guaranty. No terms or provisions of this guaranty 
may be changed, waived, revoked or amended except in compliance with Section 12.5. Should 
any provision of this guaranty be determined by a court of competent jurisdiction to be 
unenforceable, all of the other provisions shall remain effective. This guaranty, together with any 
agreements (including without limitation any security agreements or any pledge agreements) 
executed in connection with this guaranty, embodies the entire agreement among the parties hereto 
with respect to the matters set forth herein and supersedes all prior agreements among the parties 
with respect to the matters set forth herein. No course of prior dealing among the parties, no usage 
of trade, and no parol or extrinsic evidence of any nature shall be used to supplement, modify or 
vary any of the terms hereof. There are no conditions to the full effectiveness of this guaranty. 
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Agent and the Lenders may assign this guaranty without in any way affecting Guarantors’ liability 
under it. This guaranty shall inure to the benefit of Agent, the Lenders, and their respective 
successors and assigns. This guaranty is in addition to the guarantees of any other guarantors and 
any and all other guarantees of Borrower’s indebtedness or liabilities to Agent or any Lender. 


14.9 [Reserved.] 


14.10 Each Qualified ECP Guarantor hereby jointly and severally absolutely, 
unconditionally and irrevocably undertakes to provide such funds or other support as may be 
needed from time to time by each other Loan Party to honor all of its obligations under this Article 
14 in respect of Regulated Swap Obligations (provided, however, that each Qualified ECP 
Guarantor shall only be liable under this Section 14.10 for the maximum amount of such liability 
that can be hereby incurred without rendering its obligations under this Section 14.10, or otherwise 
under this guaranty, voidable under applicable law relating to fraudulent conveyance or fraudulent 
transfer, and not for any greater amount). Each Qualified ECP Guarantor intends that this Section 
14.10 constitute, and this Section 14.10 shall be deemed to constitute, a “keepwell, support, or 
other agreement” for the benefit of each other Loan Party for all purposes of Section 
1a(18)(A)(v)(I1) of the Commodity Exchange Act. 


15. AGENT. 
15.1 Appointment and Authority. 


(a) Each Lender hereby irrevocably appoints Agent to act on its behalf 
as Agent under the Loan Documents and authorizes Agent to (i) execute and deliver the Loan 
Documents and accept delivery thereof on its behalf from Borrower, (ii) take such action on its 
behalf and to exercise all rights, powers and remedies and perform the duties as are expressly 
delegated to Agent under the Loan Documents, and (iii) exercise such powers as are reasonably 
incidental thereto. The provisions of this Article 15 are solely for the benefit of Agent and the 
Lenders; no Borrower has any rights as a third-party beneficiary of any of such provisions. 


(b) Without limiting the generality of clause (a) above, Agent shall 
have the sole and exclusive right and authority (to the exclusion of the Lenders) and is hereby 
authorized to (i) act as the disbursing and collecting agent for the Lenders with respect to all 
payments and collections arising in connection with the Loan Documents (including in any other 
bankruptcy, insolvency or similar proceeding), and each Person making any payment in 
connection with any Loan Document to any Lender is hereby authorized to make such payment to 
Agent, (ii) file and prove claims and file other documents necessary or desirable to allow the claims 
of Agent and the Lenders with respect to any Obligations in any bankruptcy, insolvency or similar 
proceeding, (iii) act as collateral agent for Agent and each Lender for purposes of the perfection, 
holding and enforcing of all Liens created by the Loan Documents and all other purposes stated 
therein, together with such powers and discretion as are reasonably incidental thereto, and (iv) 
execute any amendment, consent, or waiver under the Loan Documents on behalf of any Lender 
that has consented in writing to such amendment, consent, or waiver; provided, however, that 
Agent hereby appoints, authorizes and directs each Lender to act as collateral sub-agent for Agent 
and the Lenders for purposes of the perfection of all Liens with respect to the Collateral, including 
any deposit account maintained by Borrower with, and cash held by, such Lender, and may further 
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authorize and direct the Lenders to take further actions as collateral sub-agents for purposes of 
enforcing such Liens or otherwise to transfer the Collateral subject thereto to Agent, and each 
Lender hereby agrees to take such further actions to the extent, and only to the extent, so authorized 
and directed. Agent may, upon any term or condition it specifies, delegate or exercise any of its 
rights, powers and remedies under, and delegate or perform any of its duties or any other action 
with respect to, any Loan Document by or through any trustee, co-agent, employee, attorney-in- 
fact and any other Person (including any Lender). Any such Person shall benefit from this Article 
15 to the extent provided by Agent but shall only have obligations to Agent and not to Borrower, 
any Lender or any other Person, and neither Borrower, any Lender nor any other Person shall have 
any rights, directly or indirectly, as a third-party beneficiary or otherwise against any such Person. 


(c) The Lenders irrevocably authorize Agent to (i) release any Lien 
on any property granted to or held by Agent under any Loan Document (A) upon all of the 
Obligations (other than contingent obligations not yet accrued and payable) having been paid in 
full and Borrower having affirmatively terminated in writing all Commitments, (B) that is disposed 
of as part of or in connection with any Permitted Transfer to a Person that is not (and is not required 
to become) a Loan Party, (C) subject to Section 12.5, if approved, authorized, or ratified in writing 
by the Required Lenders, or (D) as expressly provided in any Loan Document, (ii) subordinate any 
Lien on any Collateral granted to or held by Agent under any Loan Document to the holder of any 
Lien on such property that is permitted by clause (c) of the defined term “Permitted Liens”, and 
(iii) release any Guarantor from its obligations under this Agreement if such Person ceases to be a 
Subsidiary as a result of a transaction permitted under the Loan Documents. Upon request by 
Agent at any time, the Required Lenders will confirm in writing Agent’s authority to release its 
interest in particular types or items of property. In each case as specified in this Section 15.1(c), 
Agent will, at Borrower’s expense, execute and deliver to Borrower such documents as Borrower 
may reasonably request to evidence the release of items of Collateral from the assignment and 
security interest granted under the Loan Documents, in each case in accordance with the terms of 
the Loan Documents and this Section 15.1(c); provided that Borrower shall have delivered to 
Agent a certificate of a Responsible Officer of Borrower certifying that any such transaction has 
been consummated in compliance with this Agreement and the other Loan Documents as Agent 
reasonably requests. 


(d) | Under the Loan Documents, Agent (i) is acting solely on behalf of 
the Lenders, with duties that are entirely administrative in nature, notwithstanding the use of the 
defined term “Agent”, the terms “agent”, “Agent” and “collateral agent” and similar terms in any 
Loan Document to refer to Agent, which terms are used for title purposes only, (ii) is not assuming 
any obligation under any Loan Document other than as expressly set forth herein or therein or any 
role as agent, fiduciary, or trustee of or for any Lender or any other Person, and (iii) shall have no 
implied functions, responsibilities, duties, obligations or other liabilities under any Loan 
Document. Each Lender, by accepting the benefits of the Loan Documents, hereby waives and 
agrees not to assert any claim against Agent based on the roles, duties, and legal relationships 
expressly disclaimed in clauses (i) through (iii) above. 


(e) Except as otherwise expressly set forth herein or in any Loan 
Document, no Providing Lender that obtains the guarantees hereunder or any Collateral by virtue 
of the provisions hereof or of any Loan Document shall have any right to notice of any action or 
to consent to, direct or object to any action hereunder or under any other Loan Document or 
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otherwise in respect of the Collateral (including the release or impairment of any Collateral) or 
any guaranty (including the release or impairment of any guaranty) other than in its capacity as a 
Lender and, in such case, only to the extent expressly provided in the Loan Documents. 
Notwithstanding any other provision of this Article 15 to the contrary, Agent shall not be required 
to verify the payment of, or that other satisfactory arrangements have been made with respect to, 
obligations arising under or related to Ancillary Services unless Agent has received written notice 
of such obligations, together with such supporting documentation as Agent may request, from the 
applicable Providing Lender. 


15.2 Binding Effect; Use of Discretion. 


(a) Each Lender, by accepting the benefits of the Loan Documents, 
agrees that (i) any action taken by Agent or the Required Lenders (or, if expressly required in any 
Loan Document, a greater proportion of the Lenders) in accordance with the provisions of the 
Loan Documents, (ii) any action taken by Agent in reliance upon the instructions of the Required 
Lenders (or, where so required, such greater proportion), and (iii) the exercise by Agent or the 
Required Lenders (or, where so required, such greater proportion) of the powers set forth herein 
or therein, together with such other powers as are reasonably incidental thereto, shall be authorized 
and binding upon all of the Lenders. 


(b) If Agent requests instructions from the Required Lenders or all of 
the affected Lenders with respect to any act or action (including failure to act) in connection with 
any Loan Document, then Agent is entitled to refrain from such act or taking such action unless 
and until Agent receives instructions from the Required Lenders or all of the affected Lenders, as 
the case may be, and Agent will not incur liability to any Person by reason of so refraining. Agent 
is fully justified in failing or refusing to take any action under any Loan Document (i) if such 
action would, in the opinion of Agent, be contrary to any requirement of Applicable Law or any 
Loan Document, (ii) if such action would, in the opinion of Agent, expose Agent to any potential 
liability under any requirement of Applicable Law, or (iii) if Agent is not first indemnified to its 
satisfaction against any and all liability and expense that may be incurred by it by reason of taking 
or continuing to take any such action. Without limiting the foregoing, no Lender has any right of 
action whatsoever against Agent as a result of Agent acting or refraining from acting under any 
Loan Document in accordance with the instructions of the Required Lenders or all of the affected 
Lenders, as applicable. 


15.3. Agent’s Reliance, Etc. Agent may, without incurring any liability 
hereunder, (x) consult with any of its Related Persons and, whether or not selected by it, any other 
advisors, accountants, and other experts (including advisors to, and accountants and experts 
engaged by, Borrower) and (y) rely and act upon any document and information (including those 
transmitted by electronic transmission) and any telephone message or conversation, in each case 
believed by it to be genuine and transmitted, signed, or otherwise authenticated by the appropriate 
parties. In determining compliance with any condition hereunder to the making of a Credit 
Extension, which by its terms must be fulfilled to the satisfaction of a Lender, Agent may presume 
that such condition is satisfactory to such Lender unless Agent has received notice to the contrary 
from such Lender prior to the making of such Credit Extension. None of Agent and its Related 
Persons shall be liable for any action taken or omitted to be taken by any of them under or in 
connection with any Loan Document, and each Lender and Loan Party hereby waives and shall 
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not assert (and each Loan Party shall cause its Subsidiaries to waive and agree not to assert) any 
right, claim or cause of action based thereon, except to the extent of liabilities resulting from the 
gross negligence or willful misconduct of Agent or, as the case may be, such Related Person (each 
as determined in a final, non-appealable judgment of a court of competent jurisdiction) in 
connection with the duties of Agent expressly set forth herein. Without limiting the foregoing, 
Agent: (a) shall not be responsible or otherwise incur liability for any action or omission taken in 
reliance upon the instructions of the Required Lenders or for the actions or omissions of any of its 
Related Persons, except to the extent that a court of competent jurisdiction determines in a final 
non-appealable judgment that Agent acted with gross negligence or willful misconduct in the 
selection of such Related Person; (b) shall not be responsible to any Lender or other Person for the 
due execution, legality, validity, enforceability, effectiveness, genuineness, sufficiency or value 
of, or the attachment, perfection or priority of any Lien created or purported to be created under or 
in connection with, any Loan Document; (c) makes no warranty or representation, and shall not be 
responsible, to any Lender or other Person for any statement, document, information, 
representation, or warranty made or furnished by or on behalf of a Loan Party or any Related 
Person of a Loan Party in connection with any Loan Document or any transaction contemplated 
therein or any other document or information with respect to a Loan Party, whether or not 
transmitted or (except for documents expressly required under any Loan Document to be 
transmitted to the Lenders) omitted to be transmitted by Agent, including as to completeness, 
accuracy, scope, or adequacy thereof, or for the scope, nature, or results of any due diligence 
performed by Agent in connection with the Loan Documents; (d) shall not be responsible for or 
have a duty to ascertain or inquire into any representation or warranty regarding the existence, 
value, or collectability of the Collateral, the existence, priority, or perfection of Agent’s Lien 
thereon, or any certificate prepared by any Loan Party in connection therewith, nor shall Agent be 
responsible or liable to the Lenders for any failure to monitor or maintain any portion of the 
Collateral; (e) shall not have any duty to ascertain or to inquire as to the performance or observance 
of any provision of any Loan Document, whether any condition set forth in any Loan Document 
is satisfied or waived, as to the financial condition of Borrower or as to the existence or 
continuation or possible occurrence or continuation of any Event of Default, and (f) shall not be 
deemed to have notice or knowledge of the occurrence or continuation of any Event of Default 
unless it has received a notice from Borrower or any Lender describing such Event of Default that 
is clearly labeled “notice of default” (in which case Agent shall promptly give notice of such 
receipt to all of the Lenders, provided that Agent shall not be liable to any Lender for any failure 
to do so, except to the extent that such failure is attributable to Agent’s gross negligence or willful 
misconduct as determined by a final non-appealable judgment of a court of competent 
jurisdiction); and, for each of the items set forth in clauses (a) through (f) above, each Lender and 
Loan Party hereby waives and agrees not to assert (and each Loan Party shall cause its Subsidiaries 
to waive and agree not to assert) any right, claim, or cause of action it might have against Agent 
based thereon. No Lender shall have any right of action whatsoever against Agent as a result of 
Agent acting or (where so instructed) refraining from acting hereunder or under any of the other 
Loan Documents in accordance with the instructions of the Required Lenders (or such other 
number or percentage of the Lenders as shall be expressly provided for herein or in the other Loan 
Documents). 


15.4 Agent Individually. Agent and its Affiliates may make loans and other 
extensions of credit to, acquire stock of, accept deposits from, and engage in any kind of business 
with, any Borrower or any Affiliate thereof as though it were not acting as Agent and may receive 
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separate fees and other payments therefor. To the extent that Agent or any of its Affiliates is or 
becomes a Lender hereunder, it shall have and may exercise the same rights and powers hereunder 
and shall be subject to the same obligations and liabilities as any other Lender, and the terms 
“Lender”, “Required Lender” and any similar terms shall, except where otherwise expressly 
provided in any Loan Document, include, without limitation, Agent or such Affiliate, as the case 
may be, in its individual capacity as a Lender, or as one of the Required Lenders. 


15.5 Lender Credit Decision. Each Lender acknowledges that it shall, 
independently and without reliance upon Agent, any other Lender or any of their Related Persons 
or upon any document solely or in part because such document was transmitted by Agent or any 
of its Related Persons, conduct its own independent investigation of the financial condition and 
affairs of Loan Parties and make and continue to make its own credit decisions in connection with 
entering into, and taking or not taking any action under, any Loan Document or with respect to 
any transaction contemplated in any Loan Document, in each case based on such documents and 
information as it shall deem appropriate. Except for documents expressly required by any Loan 
Document to be transmitted by Agent to the Lenders, Agent shall not have any duty or 
responsibility to provide any Lender with credit or any other information concerning Loan Parties, 
including with respect to their business, prospects, operations, property, financial and other 
conditions or creditworthiness, or any Affiliate of a Loan Party, that may come into the possession 
of Agent (whether in its capacity as Agent or otherwise) or any of its Related Persons. 


15.6 Indemnification. 


(a) Each Lender agrees to reimburse Agent and each of its Related 
Persons (to the extent not reimbursed by Borrower) promptly upon demand for its Pro Rata Share 
of any out-of-pocket costs and expenses (including, without limitation, fees, charges and 
disbursements of financial, legal and other advisors and any taxes or insurance paid in the name 
of, or on behalf of, Borrower) incurred by Agent or any of its Related Persons in connection with 
the preparation, execution, delivery, administration, modification, amendment, consent, waiver or 
enforcement of, or the taking of any other action (whether through negotiations, through any work- 
out, bankruptcy, restructuring or other legal or other proceeding (including, without limitation, 
preparation for and/or response to any subpoena or request for document production relating 
thereto) or otherwise) in respect of, or legal advice with respect to, its rights or responsibilities 
under any Loan Document. Each Lender further agrees to indemnify Agent and each of its 
Related Persons (to the extent not reimbursed by Borrower), ratably according to its Pro Rata 
Share, from and against any and all liabilities, obligations, losses, damages, penalties, actions, 
judgments, suits, costs, expenses or disbursements of any kind or nature whatsoever (including, to 
the extent not indemnified by the applicable Lender, taxes, interests and penalties imposed for not 
properly withholding or backup withholding on payments made to or for the account of any 
Lender) that may be imposed on, incurred by, or asserted against Agent or any of its Related 
Persons in any matter relating to or arising out of, in connection with or as a result of any Loan 
Document or any other act, event or transaction related, contemplated in or attendant to any such 
document, or, in each case, any action taken or omitted to be taken by Agent or any of its Related 
Persons under or with respect to the foregoing; provided that no Lender shall be liable to Agent or 
any of its Related Persons under this Section 15.6 to the extent that such liability has resulted from 
the gross negligence or willful misconduct of Agent or, as the case may be, such Related Person, 
as determined by a final non-appealable judgment of a court of competent jurisdiction. 
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(b) To the extent required by any applicable requirement of law, 
Agent may withhold from any payment to any Lender under a Loan Document an amount equal 
to any applicable withholding tax. If the Internal Revenue Service or any other governmental 
authority asserts a claim that Agent did not properly withhold tax from amounts paid to or for the 
account of any Lender for any reason, or if Agent reasonably determines that it was required to 
withhold taxes from a prior payment to or for the account of any Lender but failed to do so, such 
Lender shall promptly indemnify Agent fully for all amounts paid, directly or indirectly, by Agent 
as tax or otherwise, including penalties and interest, together with all expenses incurred by Agent. 
Agent may offset against any payment to any Lender under a Loan Document any applicable 
withholding tax that was required to be withheld from any prior payment to such Lender but that 
was not so withheld, as well as any other amounts for which Agent is entitled to indemnification 
from such Lender under the immediately preceding sentence of this Section 15.6. 


15.7 Successor Agent. Agent may resign at any time upon 30 days’ notice to 
Borrower and Lenders by delivering notice of such resignation to the Lenders and Borrower. If 
Agent delivers any such notice, the Required Lenders shall have the right to appoint a successor 
Agent. If, after thirty (30) days after the date of the retiring Agent’s notice of resignation, no 
successor Agent has been appointed by the Required Lenders that has accepted such appointment, 
then the retiring Agent may, on behalf of the Lenders, appoint a successor Agent from among the 
Lenders, provided that, if Agent notifies Borrower and the Lenders that no qualifying Person has 
accepted such appointment, then such resignation shall nonetheless become effective in 
accordance with such notice. Effective immediately upon its resignation, (a) the retiring Agent 
shall be discharged from its duties and obligations under the Loan Documents (other than any 
duties and obligations which by the terms hereof survive, and with respect to any Collateral held 
by the Agent, the retiring Agent shall continue to hold such Collateral as nominee until such time 
as a successor Agent is appointed), (b) the Lenders shall assume and perform all of the duties of 
Agent until a successor Agent has accepted a valid appointment hereunder and all payments, 
communications and determinations provided to be made by, to or through Agent shall instead be 
made by or to each Lender directly until such time as the Required Lenders appoint a successor 
Agent as provided for above in this paragraph, (c) the retiring Agent and its Related Persons shall 
continue to have the benefit of any provision of any Loan Document in respect of any actions taken 
or omitted to be taken by any of them while such retiring Agent was, or because such Agent had 
been, acting as Agent under the Loan Documents, and (d) subject to its rights under Section 
15.2(b), the retiring Agent shall take such action as may be reasonably necessary to assign to the 
successor Agent its rights as Agent under the Loan Documents. Effective immediately upon its 
acceptance of a valid appointment as Agent, a successor Agent shall succeed to, and become vested 
with, all of the rights, powers, privileges and duties of the retiring Agent under the Loan 
Documents (except with respect to any indemnity payments owed to the retiring Agent). 


15.8 Setoff and Sharing of Payments. In addition to any rights now or 
hereafter granted under any applicable requirement of law and not by way of limitation of any such 
rights, upon the occurrence and during the continuance of any Event of Default, each Lender is 
hereby authorized at any time or from time to time upon the direction of Agent, without notice to 
Borrower or any other Person, any such notice being hereby expressly waived, to setoff and to 
appropriate and to apply any and all balances held by it at any of its offices for the account of a 
Loan Party (regardless of whether such balances are then due to a Loan Party) and any other 
properties or assets at any time held or owing by that Lender or that holder to or for the credit or 
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for the account of a Loan Party against and on account of any of the Obligations that are not paid 
when due. Any Lender exercising a right of setoff or otherwise receiving any payment on account 
of the Obligations in excess of its Pro Rata Share thereof shall purchase for cash (and the other 
Lenders or holders shall sell) such participations in each such other Lender’s or holder’s Pro Rata 
Share of the Obligations as would be necessary to cause such Lender to share the amount so offset 
or otherwise received with each other Lender or holder in accordance with their respective Pro 
Rata Shares of the Obligations; provided that this sentence shall not apply to the application of 
Cash Collateral to Obligations arising from Ancillary Services provided by that Lender. 
Borrower agrees, to the fullest extent permitted by Applicable Law, that (a) any Lender may 
exercise its right to offset with respect to amounts in excess of its Pro Rata Share of the Obligations 
and may purchase participations in accordance with the preceding sentence and (b) any Lender so 
purchasing a participation in the Credit Extensions made or other Obligations held by other 
Lenders or holders may exercise all rights of offset, bankers’ lien, counterclaim or similar rights 
with respect to such participation as fully as if such Lender or holder were a direct holder of the 
Credit Extensions and the other Obligations in the amount of such participation. Notwithstanding 
the foregoing, if all or any portion of the offset amount or payment otherwise received is thereafter 
recovered from the Lender that has exercised the right of offset, the purchase of participations by 
that Lender shall be rescinded and the purchase price restored without interest. 


15.9 Payments; Non-Funding Lenders. 


(a) Payments. If Agent receives any payment for the account of any 
Lender on or prior to 12:00 p.m. Eastern time on any Business Day, Agent shall pay to the 
applicable Lender such payment on such Business Day. If Agent receives any payment for the 
account of any Lender after 12:00 p.m. Eastern time on any Business Day, Agent shall pay to the 
applicable Lender such payment on the Business Day thereafter. 


(b) Return of Payments. 


(i) If Agent pays an amount to a Lender under this Agreement 
in the belief or expectation that a related payment has been or will be received by Agent from 
Borrower and such related payment is not received by Agent, then Agent may recover such amount 
(including interest accruing on such amount at the rate otherwise applicable to such Obligation) 
from such Lender on demand without setoff, counterclaim, or deduction of any kind. 


(ii) If Agent determines at any time that any amount received by 
Agent under any Loan Document must be returned to a Loan Party or paid to any other Person 
pursuant to any insolvency law or otherwise, then, notwithstanding any other term or condition of 
any Loan Document, Agent will not be required to distribute any portion thereof to any Lender. 
In addition, each Lender will repay to Agent on demand any portion of such amount that Agent 
has distributed to such Lender, together with interest at such rate, if any, as Agent is required to 
pay to such Loan Party or such other Person, without setoff, counterclaim or deduction of any 
kind. 


(c) Non-Funding Lenders. 
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(i) | Unless Agent receives notice from a Lender prior to the date 
of any particular Credit Extension that such Lender will not make available to Agent such Lender’s 
Pro Rata Share of such Credit Extension, Agent may assume that such Lender will make such 
amount available to it on the date of such Credit Extension in accordance with Section 2.1(e), and 
Agent may (but shall not be obligated to), in reliance upon such assumption, make available a 
corresponding amount for the account of Borrower on such date. If and to the extent that such 
Lender does not make such amount available to Agent, such Lender and Borrower severally agree 
to repay to Agent forthwith on demand such corresponding amount together with interest thereon, 
for each day from the day such amount is made available to Borrower until the day such amount 
is repaid to Agent, at a rate per annum equal to the interest rate applicable to the Obligation that 
would have been created when Agent made available such amount to Borrower had such Lender 
made a corresponding payment available. If such Lender repays such corresponding amount to 
Agent, the amount so repaid shall constitute such Lender’s portion of the applicable Credit 
Extension for purposes of this Agreement. 


(ii) To the extent that any Lender has failed to fund any Credit 
Extension or any other payments required to be made by it under the Loan Documents after any 
such Credit Extension is required to be made or such payment is due (a “Non-Funding Lender’), 
Agent may (A) apply any amounts thereafter received by Agent for the account of such Non- 
Funding Lender for the benefit of Agent to satisfy such Lender’s obligations to Agent until all such 
unsatisfied obligations are fully paid or (B) hold any such amounts in a segregated account as cash 
collateral for, and for application to, any future funding obligations of such Lender hereunder, in 
the case of each of clauses (A) and (B) above, in any order as determined by Agent in its discretion. 
The failure of any Non-Funding Lender to make any Credit Extension or any payment required by 
it hereunder shall not relieve any other Lender (each such other Lender, an “Other Lender”) of its 
obligations to make such Credit Extension, but neither any Other Lender nor Agent shall be 
responsible for the failure of any Non-Funding Lender to make such Credit Extension or to make 
any other payment required hereunder. At Borrower’s request, Agent or a Person reasonably 
acceptable to Agent shall have the right, with Agent’s consent and in Agent’s sole discretion (but 
Agent or any such Person shall have no obligation), to purchase from any Non-Funding Lender, 
and each Lender agrees that if it becomes a Non-Funding Lender it shall, at Agent’s request, sell 
and assign to Agent or such Person all of the Commitments (if any) and all of the outstanding 
Credit Extensions of that Non-Funding Lender for an amount equal to the principal balance of all 
Credit Extensions held by such Non-Funding Lender and all accrued interest and fees with respect 
thereto through the date of sale, such purchase and sale to be consummated pursuant to an executed 
Assignment and Assumption. 


15.10 Agency for Perfection. Agent and each Lender hereby appoints Agent 
and each other Lender as agent for the purpose of perfecting Agent’s security interest in assets 
which, in accordance with the Uniform Commercial Code in any applicable jurisdiction, can be 
perfected by possession or control. Should any Lender (other than Agent) obtain possession or 
control of any such assets, such Person shall notify Agent thereof and, promptly upon Agent’s 
request therefor, shall deliver such assets to Agent or in accordance with Agent’s instructions or 
transfer control to Agent in accordance with Agent’s instructions. Without limiting the provisions 
of Section 15.1, each Lender agrees that it will not have any right individually to enforce or seek 
to enforce any Credit Document or to realize upon any Collateral for the Obligations unless 
instructed to do so by Agent, it being understood and agreed that such rights and remedies may be 
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exercised only by Agent at the direction of the Required Lenders. Nothing contained herein shall 
be deemed to authorize Agent to authorize or consent to or accept or adopt on behalf of any Lender 
any plan of reorganization, arrangement, adjustment or composition affecting the Obligations or 


the rights of any Lender to authorize Agent to vote in respect of the claim of any Lender or in any 
such proceeding. 


[Balance of Page Intentionally Left Blank] 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed as of the date first 
above written. 


BORROWER: 


DRAFTKINGS INC. 


By: 
Name: Jasbn Park 
Title: Chief Financial Officer 
GUARANTORS: 
DRAFTKINGS HOLDINGS INC. 
By: 

Name: Jasdn Park 


Title: Chief Financial Officer and Treasurer 


DK CROWN HOLDINGS INC. 


By: 
Name: Jason Park 
Title: Treasurer 


CROWN GAMING INC. 


By: | L~_—— i 
Name: J Park 


Title: Chief Financial Officer and Treasurer 


CROWN DFS INC. 


GOLDEN NUGGET ONLINE GAMING, INC. 


By: 
Name: Jason Park 
Title: Chief Financial Officer and Treasurer 


[Signature Page to Loan and Security Agreement] 


AGENT: 
PACIFIC WESTERN BANK 
By: 


Name; 


Title’__S¥? 
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LENDERS: 


PACIFIC WESTERN BANK 


CITIZENS BANK, N.A. 
By: 


Name: 
Title: 
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LENDERS: 
PACIFIC WESTERN BANK 
By: 


Name: 
Title: 


CITIZENS BANK, N.A. 


By: 'o % © 


Name: Christopher Lynch 
Title: _ Managing Director 
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SCHEDULE A 
NON-FORMULA REVOLVING LINE COMMITMENT AMOUNT 


Non-Formula 

“Commitment. | Pro Rata 
Araotrit Share Address 

Pacific Western Bank $75,000,000 555 S. Mangum Street, Suite 1000 

Durham, North Carolina 27701 

Attn: Loan Operations Manager 

E-Mail: loannotices@pacwest.com 

Citizens Bank, N.A. $50,000,000 600 Washington Blvd. 

Stamford, CT 06901 

Attn: Sean McWhinnie 

E-Mail: 

sean.c.mcwhinnie@citizensbank.com 


Closing Date 


Lender 


Schedule A 


EXHIBIT A 
DEFINITIONS 


“Accounts” means all presently existing and hereafter arising accounts, contract rights, payment intangibles and 
all other forms of obligations owing to a Loan Party arising out of the sale or lease of goods (including, without 
limitation, the licensing of software and other technology) or the rendering of services by a Loan Party and any 
and all credit insurance, guaranties, and other security therefor, as well as all merchandise returned to or reclaimed 
by a Loan Party and Books relating to any of the foregoing. 


“Acquired EBITDA” means, with respect to an Acquisition, the Adjusted EBITDA of the Person acquired (or for 
an asset purchase, the Adjusted EBITDA of the seller reasonably attributable to the assets acquired) for the most 
recent trailing-twelve-month period for which the Loan Parties have been provided financial statements of such 
Person or seller at the time of the consummation of such Acquisition. 


“Acquisition” means (a) the purchase or other acquisition by a Loan Party or any Subsidiary of all or substantially 
all of the assets of (or all or substantially all of the assets representing a business unit or business line of) any 
other Person, or (b) the purchase or other acquisition (whether by means of merger, consolidation, or otherwise) 
by a Loan Party or any Subsidiary of all or substantially all of the stock or other equity interests of any other 
Person. 


“Adjusted EBITDA” means, with respect to any fiscal period, an amount equal to the sum of (a) Consolidated 
Net Income (or Deficit) of a Person for such fiscal period, plus (b) in each case to the extent deducted in the 
calculation of such Person’s Consolidated Net Income (or Deficit) and without duplication, (i) depreciation and 
amortization for such period, plus (il) income tax expense for such period, plus (iii) Consolidated Total Interest 
Expense paid or accrued during such period, plus (iv) non-cash expense associated with granting stock options, 
plus (v) non-recurring transaction-related costs, non-recurring litigation and settlement costs, and non-recurring 
advocacy costs and related legal expenses, in each case to the extent applicable, and minus, to the extent added 
in computing Consolidated Net Income (or Deficit) and without duplication, all extraordinary and non-recurring 
revenue and gains (including income tax benefits) for such period, all as determined in accordance with GAAP. 


“Administrative Questionnaire” means an administrative questionnaire in a form supplied by Agent. 


“Affiliate” means, with respect to any Person, any Person that owns or controls directly or indirectly such Person, 
any Person that controls or is controlled by or is under common control with such Person, and each of such 
Person’s senior executive officers, directors, members, shareholders, managers and partners. For purposes of 
this definition, “control” of a Person shall mean the power, direct or indirect, (a) to vote or direct the voting of 
more than 25% of the outstanding shares of voting stock of such Person, or (b) to direct or cause the direction of 
the management and policies of such Person whether by contract or otherwise. Notwithstanding anything herein 
to the contrary, in no event shall any Lender be considered an “Affiliate” of any Loan Party. 


“Agent” has the meaning assigned in the preamble of this Agreement. 
“Aggregate Borrowing Limit” means One Hundred Twenty-Five Million Dollars ($125,000,000). 


“Agreement” has the meaning assigned in the preamble of this Agreement. 


“Ancillary Services” means any banking products or services requested by a Loan Party and approved and 
provided by a Providing Lender, including, without limitation, Automated Clearing House transactions, corporate 
credit card services, FX Contracts, Letters of Credit, or other treasury management services. 


“Ancillary Services Agreement” means, with respect to Ancillary Services, such form of application therefor 
(whether in a single or several documents) as the Providing Lender may employ in the ordinary course of business 
for its own account, whether or not providing for collateral security, with such modifications thereto as may be 
agreed upon by the Providing Lender and applicable Loan Party that are not materially adverse to the interests of 
the Lenders; provided, however, that in the event of any conflict between the terms of any Ancillary Services 
Agreement and this Agreement, the terms of this Agreement shall control. 


“Ancillary Services Sublimit” means a sublimit for Ancillary Services under the Non-Formula Revolving Line of 
Thirty Million Dollars ($30,000,000). 


“Ancillary Services Usage Amount” means the aggregate of (a) the Letter of Credit Exposure, (b) the aggregate 
limits of corporate credit card services provided to Loan Parties, (c) the total amount of any Automated Clearing 
House processing reserves, (d) the product of the applicable Foreign Exchange Reserve Percentage multiplied by 
the stated amount of all FX Contracts, and (e) any other outstanding amount or reserves taken by a Providing 
Lender in connection with Ancillary Services, in each case provided by a Providing Lender under the Ancillary 
Services Sublimit. 


“Anti-Corruption Laws” means the United States Foreign Corrupt Practices Act of 1977, as amended, the UK 
Bribery Act 2010, and any other applicable similar anti-corruption laws or regulations administered or enforced 
in any jurisdiction in which a Loan Party or any Subsidiary conducts business. 


“Anti-Terrorism Law” shall mean any Applicable Law in force or hereinafter enacted related to terrorism, money 
laundering, or economic sanctions, including without limitation the Bank Secrecy Act, 31 U.S.C. § 5311 et seq., 
the USA PATRIOT Act, the International Emergency Economic Powers Act, 50 U.S.C. 1701, et. seq., the Trading 
with the Enemy Act, 50 U.S.C. App. 1, et seq., 18 U.S.C. § 2332d, and 18 U.S.C. § 2339b. 


“Applicable Laws” means all international, foreign, federal, state and local statutes, treaties, rules, guidelines, 
regulations, ordinances, codes, executive orders, and administrative or judicial precedents or authorities, including 
the interpretation or administration thereof by any Governmental Authority charged with the enforcement, 
interpretation or administration thereof, and all applicable administrative orders, directed duties, requests, 
licenses, authorizations and permits of, and agreements with, any Governmental Authority, whether or not having 
the force of law. 


“Approved Fund” means any Fund that is administered or managed by (a) a Lender, (b) an Affiliate of a Lender, 
or (c) an entity or an Affiliate of an entity that administers or manages a Lender. 


“Assignment and Assumption” means an assignment and assumption entered into by a Lender and an Eligible 
Assignee (with the consent of any party whose consent is required by Section 12.1), and accepted by Agent, in 
substantially the form of Exhibit F or any other form approved by Agent. 


“Authorized Officer” means someone designated as such in the incumbency exhibit to the officer’s certificate 
delivered pursuant to Section 3.1(c) and corporate resolutions provided by a Loan Party to Agent in which this 
Agreement and the transactions contemplated hereunder are authorized by that Loan Party’s Board. If a Loan 
Party provides a subsequent incumbency exhibit, and the officers listed in that incumbency exhibit are designated 


as “Authorized Officer(s)” in the corporate resolutions most recently provided to Agent after the Closing Date, 
then those officers shall be “Authorized Officers” for that Loan Party for purposes of this Agreement. 


“Beneficial Ownership Certification” means a certification regarding beneficial ownership as required by the 
Beneficial Ownership Regulation. 


“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230. 
“Board” means, with respect to any Person, such Person’s board of directors or other equivalent governing body. 


“Books” means all of the Loan Parties’ books and records, including: ledgers; records concerning the Loan 
Parties’ assets or liabilities, the Collateral, business operations or financial condition; and all computer programs, 
or tape files, and the equipment, containing such information. 


“Borrower” has the meanings assigned in the preamble to this Agreement. 
“Borrower Information Certificate” has the meaning assigned in Section 5.1 of this Agreement. 


“Business Day” means any day that is not a Saturday, Sunday, or other day on which banks in the State of North 
Carolina are authorized or required to close. 


“Capital Stock” means (a) any capital stock, partnership, membership, limited liability company, joint venture or 
other ownership or equity interest, participation or securities (whether voting or non-voting, whether preferred, 
common or otherwise), and (b) any option, warrant, security or other right (including Indebtedness securities or 
other evidence of Indebtedness) directly or indirectly convertible into or exercisable or exchangeable for, or 
otherwise to acquire directly or indirectly, any capital stock, partnership, membership, limited liability company, 
joint venture or other ownership or equity interest, participation or security described in clause (a) above. 


“Cash” means unrestricted cash and Cash Equivalents. 


“Cash Collateralize’” means to deposit in a segregated deposit account at a Providing Lender or to pledge and 
deposit with or deliver to Agent, for the benefit of one or more of the Providing Lender or Agent, as collateral for 
Reimbursement Obligations or other obligations of a Providing Lender or Agent arising under or relating to 
Ancillary Services, cash or deposit account balances pursuant to documentation in form and substance reasonably 
satisfactory to the applicable Providing Lender or Agent. “Cash Collateral” shall have a meaning correlative to 
the foregoing and shall include the proceeds of such cash collateral and other credit support. 


“Cash Equivalents” means (a) marketable direct obligations issued or unconditionally guaranteed by the United 
States or any agency or any state thereof having maturities of not more than one (1) year from the date of 
acquisition; (b) commercial paper maturing no more than one (1) year after its creation and having the highest 
rating from either Standard & Poor’s Ratings Group or Moody’s Investors Service, Inc.; (c) certificates of deposit 
issued by commercial banks (whether domestic or foreign) having capital and surplus in excess of $100,000,000 
and maturing no more than one (1) year after issue; and (d) money market funds at least 95% of the assets of 
which constitute Cash Equivalents of the kinds described in clauses (a) through (c) of this definition. 


“Change in Control” means (a) a transaction (other than a bona fide equity financing or series of financings) in 
which any “person” or “group” (within the meaning of Section 13(d) and 14(d)(2) of the Securities Exchange Act 
of 1934) becomes the “beneficial owner” (as defined in Rule 13d-3 under the Securities Exchange Act of 1934), 


directly or indirectly, of a sufficient number of shares of all classes of stock then outstanding of Borrower 
ordinarily entitled to vote in the election of directors, empowering such “person” or “group” to elect a majority 
of the Board of Parent, who did not have such power before such transaction, or (b) Parent ceasing to own and 
control, directly or indirectly, all of the economic and voting rights associated with all of the outstanding Capital 
Stock of any other Loan Party. 


“CFC” means a “controlled foreign corporation” as defined in Section 957(a) of the IRC. 


“Citizens Cash Threshold Amount” means Fifty Million Dollars ($50,000,000). 
“Closing Date” means the date of this Agreement. 
“Code” means the North Carolina Uniform Commercial Code as amended or supplemented from time to time. 


“Collateral” means the property described on Exhibit B attached hereto and all Negotiable Collateral and 
Intellectual Property Collateral to the extent not described on Exhibit B, except to the extent any such property 
(i) is non-assignable by its terms without the consent of the licensor thereof or another party (other than Parent or 
any of its Subsidiaries) (but only to the extent such prohibition on transfer is enforceable under applicable law, 
including, without limitation, §25-9-406 and §25-9-408 of the Code), (ii) is property for which the granting of a 
security interest therein is contrary to applicable law, provided that, upon the cessation of any such restriction or 
prohibition, such property shall automatically become part of the Collateral, (iii) constitutes more than 65% of 
the issued and outstanding Capital Stock of an Excluded Subsidiary (whether now owned or hereafter acquired), 
which Capital Stock entitles the holder thereof to vote (within the meaning of Treas. Reg. § 1.956-2(c)(2)), and 
which is directly and wholly-owned by a Loan Party, if the grant of a security interest in such Capital Stock 
pursuant to this Agreement would result in material adverse “deemed dividend” tax consequences to a Loan Party 
due to the application of IRC §956, as determined by Borrower together with Agent; (iv) is property (including 
any attachments, accessions or replacements) that is subject to a Lien that is permitted pursuant to clause (c) of 
the definition of Permitted Liens, if the grant of a security interest with respect to such property pursuant to this 
Agreement would be prohibited by the agreement creating such Permitted Lien or would otherwise constitute a 
default thereunder, provided that such property will be deemed “Collateral” hereunder upon the termination and 
release of such Permitted Lien; or (v) consists of Player Deposits (any such property in the foregoing clauses (i)- 
(v), collectively, the “Excluded Collateral”). 


“Commitment” means any Non-Formula Revolving Line Commitment. 


“Compliance Certificate” means a compliance certificate, in substantially the form of Exhibit D attached hereto, 
executed by a Responsible Officer of Borrower. 


“Connection Income Taxes” means Other Connection Taxes that are imposed on or measured by net income 
(however denominated) or that are franchise Taxes or branch profits Taxes. 


“Consolidated Net Income (or Deficit)” means the consolidated net income (or deficit) of any Person and its 
Subsidiaries after deduction of all expenses, taxes and other proper charges, determined in accordance with 
GAAP, after eliminating therefrom all extraordinary nonrecurring items of income. 


“Consolidated Total Interest Expense” means, with respect to any Person for any period, the aggregate amount of 
interest required to be paid or accrued by such Person and its Subsidiaries during such period on all Indebtedness 


of such Person and its Subsidiaries outstanding during all or any part of such period, whether such interest was 
or is required to be reflected as an item of expense or capitalized, including payments consisting of interest in 
respect of any capitalized lease or any synthetic lease, and including commitment fees, agency fees, facility fees, 
balance deficiency fees and similar fees or expenses in connection with the borrowing of money. 


“Contingent Obligation” means, as applied to any Person, any direct or indirect liability, contingent or otherwise, 
of that Person with respect to (a) any indebtedness, lease, dividend, letter of credit or other obligation of another, 
including, without limitation, any such obligation directly or indirectly guaranteed, endorsed, co-made or 
discounted or sold with recourse by that Person, or in respect of which that Person is otherwise directly or 
indirectly liable; (b) any obligations with respect to undrawn letters of credit, corporate credit cards or merchant 
services issued for the account of that Person; and (c) all obligations arising under any interest rate, currency or 
commodity swap agreement, interest rate cap agreement, interest rate collar agreement, or other agreement or 
arrangement designated to protect a Person against fluctuation in interest rates, currency exchange rates or 
commodity prices; provided, however, that the term “Contingent Obligation” shall not include endorsements for 
collection or deposit in the ordinary course of business. The amount of any Contingent Obligation shall be 
deemed to be an amount equal to the stated or determined amount of the primary obligation in respect of which 
such Contingent Obligation is made or, if not stated or determinable, the maximum reasonably anticipated liability 
in respect thereof as determined by such Person in good faith; provided, however, that such amount shall not in 
any event exceed the maximum amount of the obligations under the guarantee or other support arrangement. 


“Copyrights” means any and all copyright rights, copyright applications, copyright registrations and like 
protections in each work or authorship and derivative work thereof, whether published or unpublished and 
whether or not the same also constitutes a trade secret, now or hereafter existing, created, acquired or held. 


“Credit Extension” means each Non-Formula Advance, use of Ancillary Services provided under the Ancillary 
Services Sublimit, or any other extension of credit by Agent or any Lender to or for the benefit of Borrower 
hereunder. 


“Defaulting Lender” means any Lender that (a) has failed to (i) fund all or any portion of its Credit Extensions 
within two (2) Business Days of the date such Credit Extensions were required to be funded hereunder unless 
such Lender has notified Agent and Borrower in writing that such failure is the result of such Lender’s good faith 
determination that one or more conditions precedent to funding has not been satisfied (which conditions 
precedent, together with the applicable default, if any, will be specifically identified in such writing) or (ii) pay 
to Agent or any other Lender any other amount required to be paid by it hereunder within two (2) Business Days 
of the date when due, (b) has notified Borrower or Agent in writing that it does not intend to comply with its 
funding obligations hereunder, or has made a public statement to that effect, unless such writing or public 
statement relates to such Lender’s obligation to fund a Credit Extension hereunder and states that such position 
is the result of such Lender’s good faith determination that one or more conditions precedent to funding has not 
been satisfied (which conditions precedent, together with the applicable default, if any, are specifically identified 
in such writing or public statement), (c) has failed, within three (3) Business Days after written request by Agent 
or Borrower, to confirm in writing to Agent and Borrower that it will comply with its prospective funding 
obligations hereunder (provided that such Lender shall cease to be a Defaulting Lender pursuant to this clause (c) 
upon receipt of such written confirmation by Agent and Borrower), or (d) has, or has a direct or indirect parent 
company that (i) has become the subject of a proceeding under any debtor relief law or (ii) had appointed for it a 
receiver, Custodian, trustee, conservator, administrator, assignee for the benefit of creditors, or similar Person 
charged with reorganization or liquidation of its business or assets, including the Federal Deposit Insurance 
Corporation or any other state or federal regulatory authority acting in such a capacity; provided that a Lender 


shall not be a Defaulting Lender solely by virtue of the ownership or acquisition of any Capital Stock in that 
Lender or any direct or indirect parent company thereof by a Governmental Authority so long as such ownership 
interest does not result in or provide such Lender with immunity from the jurisdiction of courts within the United 
States or from the enforcement of judgments or writs of attachment on its assets or permit such Lender (or such 
Governmental Authority) to reject, repudiate, disavow or disaffirm any contracts or agreements made with such 
Lender. Any determination by Agent that a Lender is a Defaulting Lender under any one or more of clauses (a) 
through (d) above shall be conclusive and binding absent manifest error, and such Lender shall be deemed to be 
a Defaulting Lender upon delivery of written notice of such determination to Borrower and each Lender. 


“Designation Notice” means a designation notice in substantially the form of Exhibit G. 


“Disclosure Letter” means that certain letter, dated as of the Closing Date, delivered by Borrower to Agent. 


“Divide” means, with respect to any Person that is an entity, the dividing of such Person into two or more separate 
Persons, with the dividing Person either continuing or terminating its existence as part of such division, including 
as contemplated under Section 18-217 of the Delaware Limited Liability Company Act for limited liability 
companies formed under Delaware law, or any analogous action taken pursuant to any other statute with respect 
to any corporation, limited liability company, partnership, or other entity. 


“Eligible Assignee” means any Person that meets the requirements to be an assignee under Section 12.1 (subject 
to such consents, if any, as may be required under Section 12.1(b)). 


“Environmental Laws” means all laws, rules, regulations, orders, and the like issued by any federal, state, local, 
foreign, or other governmental or quasi-governmental authority or any agency pertaining to the environment or 
to any hazardous materials or wastes, toxic substances, flammable, explosive, or radioactive materials, asbestos, 
or other similar materials. 


“Equipment” means all present and future machinery, equipment, tenant improvements, furniture, fixtures, 
vehicles, tools, parts and attachments in which any Loan Party has any interest. 


“ERISA” means the Employee Retirement Income Security Act of 1974, as amended, and the regulations 
thereunder. 


“Erroneous Payment” has the meaning assigned to it in Section 2.12. 

“Erroneous Payment Notice” has the meaning assigned to it in Section 2.12. 

“E-System” means any electronic system approved by Agent, including any Internet or extranet-based site, 
whether such electronic system is owned, operated or hosted by Agent, any of its Affiliates or any other Person, 


providing for access to data protected by passcodes or other security system, or otherwise used to facilitate 
communication between Borrower and Agent with respect to the Loan Documents. 


“Event of Default” has the meaning assigned in Article 8. 


“Excluded Collateral” has the meaning set forth in the definition of “Collateral.” 


“Excluded Subsidiary” means (x) any Subsidiary that is (a) a CFC, (b) a FSHCO (directly or indirectly), or (c) a 
Subsidiary owned, directly or indirectly, by a Subsidiary described in clause (a) or clause (b), or (y) DK Player 
Reserve LLC. 


“Excluded Swap Obligation” means, with respect to any Person, any Regulated Swap Obligation if, and to the 
extent that, all or a portion of the Guarantee of such Person of, or the grant by such Person of a security interest 
to secure, such Regulated Swap Obligation (or any Guarantee thereof) is or becomes illegal under the Commodity 
Exchange Act or any rule, regulation or order of the Commodity Futures Trading Commission (or the application 
or official interpretation of any thereof) by virtue of such Person’s failure for any reason to constitute an “eligible 
contract participant” as defined in the Commodity Exchange Act and the regulations thereunder at the time the 
Guarantee of such Person or the grant of such security interest becomes effective with respect to such Regulated 
Swap Obligation. If a Regulated Swap Obligation arises under a master agreement governing more than one 
swap, such exclusion shall apply only to the portion of such Regulated Swap Obligation that is attributable to 
swaps for which such Guarantee or security interest is or becomes illegal. 


“Excluded Taxes” means any of the following Taxes imposed on or with respect to a Recipient or required to be 
withheld or deducted from a payment to a Recipient: (a) Taxes imposed on or measured by net income (however 
denominated), franchise Taxes, and branch profits Taxes, in each case, (i) imposed as a result of a Recipient being 
organized under the laws of, or having its principal office or, in the case of any Lender, its applicable Lending 
Office located in, the jurisdiction imposing such Tax (or any political subdivision thereof) or (ii) that are Other 
Connection Taxes, (b) in the case of a Lender, U.S. federal withholding Taxes imposed on amounts payable to or 
for the account of such Lender with respect to an applicable interest in a Credit Extension or Commitment 
pursuant to a law in effect on the date on which (i) such Lender acquires such interest in the Credit Extension or 
Commitment or (ii) such Lender changes its Lending Office, except in each case to the extent that amounts with 
respect to such Taxes were payable either to such Lender’s assignor immediately before such Lender became a 
party hereto or to such Lender immediately before it changed its Lending Office, (c) Taxes attributable to such 
Lender’s failure to comply with Section 15.6(b), and (d) any U.S. federal withholding Taxes imposed under 
FATCA. 


“FATCA” means Sections 1471 through 1474 of the IRC, as of the date of this Agreement (or any amended or 
successor version that is substantively comparable and not materially more onerous to comply with) and any 
current or future regulations or official interpretations thereof and any agreement entered into pursuant to Section 
1471(b)(1) of the IRC. 


“Federal Funds Rate” means, for any period, a fluctuating interest rate per annum equal to, for each day during 
such period, the weighted average of the rates on overnight Federal funds transactions with members of the 
Federal Reserve System, as published on the next succeeding Business Day by the Federal Reserve Bank of New 
York, or, if such rate is not so published for any day that is a Business Day, the average of the quotations for such 
day on such transactions received by Agent from three Federal funds brokers of recognized standing selected by 
it (and, if any such rate is below zero, then the rate determined pursuant to this definition shall be deemed to be 
zero). 


“Fee Letter” means that certain fee letter agreement, dated on or about the Closing Date, by and among Borrower, 
Agent, and the Lenders. If there is any conflict between the provisions of this Agreement and the provisions of 
the Fee Letter, the provisions of this Agreement will control. 


“Foreign Exchange Reserve Percentage” means a percentage of reserves for FX Contracts as determined by a 
Providing Lender, in its sole discretion from time to time. 


“Foreign Lender” means a Lender that is not a U.S. Person. 


“FSHCO” means a U.S. Person that is a Subsidiary, substantially all the assets of which consist (directly or 
indirectly) of equity interests (including any debt instrument treated as equity for U.S. federal income tax 
purposes) of, or such equity interests and obligations owed or treated as owed by, one or more (a) Subsidiaries 
that are CFCs or (b) entities otherwise described in this definition (i.e., tiers of FSHCOs). 


“Fund” means any Person (other than a natural person) that is (or will be) engaged in making, purchasing, holding 
or otherwise investing in commercial loans and similar extensions of credit in the ordinary course of its business. 


“FX Contracts” means contracts between a Loan Party and a Providing Lender for foreign exchange transactions. 


“GAAP” means generally accepted accounting principles, consistently applied, as in effect from time to time in 
the United States. 


“Gaming” means sportsbook, casino, or other gambling activities. “Gaming” activity excludes fantasy sports 
activity. 


“Governmental Authority” means any nation or government, any state or other political subdivision thereof, any 
agency, authority, instrumentality, regulatory body, court, central bank or other entity exercising executive, 
legislative, judicial, taxing, regulatory or administrative functions of or pertaining to government, any securities 
exchange and any self-regulatory organization. 


“Guarantee” by any Person means any obligation or liability, contingent or otherwise, of such Person directly or 
indirectly guaranteeing any Indebtedness or other obligation of any other Person as well as any obligation or 
liability, direct or indirect, contingent or otherwise, of such Person (a) to purchase or pay (or advance or supply 
funds for the purchase or payment of) such Indebtedness or other obligation or liability (whether arising by virtue 
of partnership arrangements, by agreement to keep well, to purchase assets, goods, securities or services, to 
operate property, to take or pay, or to maintain net worth or working capital or other financial statement conditions 
or otherwise) or (b) entered into for the purpose of indemnifying or assuring in any other manner the obligee of 
such Indebtedness or other obligation or liability of the payment thereof or to protect the obligee against loss in 
respect thereof (in whole or in part); provided that the term “Guarantee” shall not include endorsements for 
collection or deposit in the ordinary course of business. The term “Guarantee” used as a verb has a corresponding 
meaning. 


“Guarantor” and “Guarantors” have the meanings assigned in the preamble to this Agreement. 


“Hedging Obligations” of any Person shall mean any and all obligations of such Person, whether absolute or 
contingent and howsoever and whensoever created, arising, evidenced or acquired under (a) any and all Hedge 
Transactions, (b) any and all cancellations, buy backs, reversals, terminations or assignments of any Hedge 
Transactions, and (c) any and all renewals, extensions and modifications of any Hedge Transactions and any and 
all substitutions for any Hedge Transactions; provided, however, that, with respect to any Guarantor, Hedging 
Obligations Guaranteed by such Guarantor shall exclude all Excluded Swap Obligations. 


“Highest Lawful Rate” means the maximum rate of interest which may be charged Borrower by the Lenders 
under applicable state or federal usury law or regulation or any other law or regulation, however characterized, 
limiting the rate of interest which may be charged to limited liability companies or corporations. 


“Indebtedness” means (a) all indebtedness for borrowed money or the deferred purchase price of property or 
services, including without limitation reimbursement and other obligations with respect to surety bonds and letters 
of credit, (b) all obligations evidenced by notes, bonds, debentures or similar instruments, (c) all capital lease 
obligations, and (d) all Contingent Obligations, including with respect to Ancillary Services. 


“Indemnified Taxes” means (a) Taxes, other than Excluded Taxes, imposed on or with respect to any payment 
made by or on account of any obligation of any Loan Party under any Loan Document and (b) to the extent not 
otherwise described in clause (a), Other Taxes. 


“Insolvency Proceeding” means any proceeding commenced by or against any Person under any provision of the 
United States Bankruptcy Code, as amended, or under any other bankruptcy or insolvency law, including 


assignments for the benefit of creditors, formal or informal moratoria, compositions, extension generally with its 
creditors, or proceedings seeking reorganization, arrangement, or other relief. 


“Intellectual Property Collateral” means all of each Loan Party’s right, title, and interest in and to the following: 
(a) | Copyrights, Trademarks and Patents; 


(b) — Any and all trade secrets, and any and all intellectual property rights in computer software and 
computer software products now or hereafter existing, created, acquired or held; 


(c) Any and all design rights which may be available to a Loan Party now or hereafter existing, created, 
acquired or held; 


(d) Any and all claims for damages by way of past, present and future infringement of any of the rights 
included above, with the right, but not the obligation, to sue for and collect such damages for said use or 
infringement of the intellectual property rights identified above; 


(e) All licenses or other rights to use any Copyrights, Patents or Trademarks, and all license fees and 
royalties arising from such use to the extent permitted by such license or rights; 


(f) All amendments, renewals and extensions of any Copyrights, Trademarks or Patents; and 


(g) All proceeds and products of the foregoing, including without limitation all payments under insurance 
or any indemnity or warranty payable in respect of any of the foregoing. 


“Intellectual Property Security Agreement” means each Intellectual Property Security Agreement entered into 
between a Loan Party and Agent and dated on or about the Closing Date. 


“Inventory” means all present and future inventory in which any Loan Party has any interest. 


“Investment” means any beneficial ownership (including stock, partnership or limited liability company interest 
or other securities) of any Person, or any loan, advance or capital contribution to any Person. 


“IRC” means the Internal Revenue Code of 1986, as amended. 
“Lender” and “Lenders” have the meanings assigned in the preamble to this Agreement. 


“Lender Expenses” means (i) all reasonable and documented costs or expenses (including reasonable and 
documented attorneys’ fees and expenses) incurred by Agent or a Lender in connection with the preparation, 
negotiation, administration, and enforcement of the Loan Documents; (ii) reasonable and documented Collateral 
audit fees; and (iii) Agent’s and the Lenders’ reasonable and documented attorneys’ fees and expenses incurred 
in amending, enforcing or defending the Loan Documents (including fees and expenses of appeal), incurred 
before, during and after an Insolvency Proceeding, whether or not suit is brought. For the avoidance of doubt, 
in no event shall any Lender Expense that qualifies as such under one or more sections of the foregoing in 
connection with the same action or set of actions be reimbursed more than once. 


“Lending Office” means, as to each Lender, its office located at its address set forth on Schedule A (or identified 
on Schedule A hereof as its Lending Office) or such other office as such Lender may hereafter designate as its 
Lending Office by notice to Borrower and Agent. 


“Letter of Credit” or “Letters of Credit” means a commercial or standby letter of credit or similar undertaking 
issued by a Providing Lender at a Loan Party’s request. 


“Letter of Credit Exposure” means, as of any date of determination, the sum, without duplication, of (a) the 
aggregate undrawn amount of all outstanding Letters of Credit issued by a Providing Lender and any obligations 
of a Providing Lender related to purchased participations or indemnity or reimbursement obligations with respect 
to Letters of Credit, plus (b) the aggregate unpaid Reimbursement Obligations of all drawn Letters of Credit. 


“Lien” means any mortgage, lien, deed of trust, charge, pledge, security interest or other encumbrance. 


“Loan Documents” means, collectively, this Agreement and any schedules, exhibits, certificates, notices and any 
other documents related to this Agreement, any Ancillary Services Agreement, any Promissory Notes, the Fee 
Letter, any Intellectual Property Security Agreement, each Borrower Information Certificate, any Guaranty 
executed by a Loan Party or any guarantor, any deposit account control agreements, any securities account control 
agreements, and any other present or future agreement entered into in connection with this Agreement. 


“Loan Party” and “Loan Parties” have the meanings assigned in the preamble to this Agreement. 


“Material Adverse Effect” means a material adverse effect on: (a) the operations, business, or financial condition 
of the Loan Parties and their Subsidiaries taken as a whole; (b) the ability of the Loan Parties to repay the 
Obligations or otherwise to perform their obligations under the Loan Documents; or (c) a Loan Party’s interest 
in, or the value (taken as a whole) of, perfection of, or priority of Agent’s security interest in, the Collateral. 


“Material Subsidiary” means a Subsidiary that, as of the last day of the most recent calendar quarter for which 
the Loan Parties have provided to Agent the financial reporting required by Section 6.2(a)(i), held assets greater 
than $10,000,000. 


“Minimum Collateral Amount” means, at any time, an amount equal to 105% of the portion of the Ancillary 
Services Usage Amount attributable to the applicable Ancillary Services. 


“MSC Investment Conditions” means that: 


(a) Loan Parties have on deposit with Agent or a Lender unrestricted operating cash (excluding, for the 
avoidance of doubt, any Player Deposits) in an aggregate amount greater than or equal to the lesser of (i) 
$75,000,000 and (ii) 125% of the sum of (A) the outstanding principal amount of the Non-Formula Advances 
plus (B) the Ancillary Services Usage Amount; and 


(b) each MSC Subsidiary, once funded, qualifies as a “security corporation” under 830 CMR 63.38B.1 of 
the Massachusetts tax code and applicable regulations (as the same may be amended, modified, or replaced from 
time to time). 


“MSC Subsidiary” means (i) DK Security Corporation, a direct wholly owned Subsidiary of DK DE, and (ii) DK 
Il Security Corporation, a direct wholly owned Subsidiary of DK DE. 


“Negotiable Collateral” means all of any Loan Party’s present and future letters of credit of which it is a 
beneficiary, drafts, instruments (including promissory notes), securities, documents of title, and chattel paper, and 
such Loan Party’s Books relating to any of the foregoing. 


“Non-Consenting Lender” means any Lender that does not approve any consent, waiver or amendment that (a) 
requires the approval of all affected Lenders in accordance with the terms of Section 12.5 and (b) has been 
approved by the Required Lenders. 


“Non-Formula Advance” or “Non-Formula Advances” means a cash advance or cash advances under the Non- 
Formula Revolving Line. 


“Non-Formula Revolving Line” means a Credit Extension of up to One Hundred Twenty-Five Million Dollars 
($125,000,000). 


“Non-Formula Revolving Line Commitment” means the commitment of a Lender to make or otherwise fund 
Non-Formula Advances up to its Non-Formula Revolving Line Commitment Amount, and ‘“Non-Formula 
Revolving Line Commitments” means such commitments of all Lenders in the aggregate. 


“Non-Formula Revolving Line Commitment Amount” means, with respect to each Lender, (a) the amount set 
forth opposite the name of such Lender on Schedule A hereof or (b) as to any Lender that enters into an 
Assignment and Assumption (whether as transferor Lender or as assignee thereunder), the amount of such 
Lender’s Non-Formula Revolving Line Commitment Amount after giving effect to such Assignment and 
Assumption, in each case as such amount may be modified from time to time pursuant to the terms of this 
Agreement. 


“Non-Formula Revolving Maturity Date” means December 20, 2024. 


“Obligations” means the Loan Parties’ obligations to (a) pay when due any debts, principal, interest, fees, Lender 
Expenses, and other amounts owed by the Loan Parties to Agent, a Lender, or a Providing Lender now or later, 
whether under this Agreement, the other Loan Documents, or otherwise, including, without limitation, all 
obligations arising out of or relating to Ancillary Services (including obligations owed to any Person who was a 
Lender or an Affiliate of a Lender at the time such Ancillary Services were provided), all interest and fees accruing 
after Insolvency Proceedings begin (whether or not allowable claims in such Insolvency Proceedings), and debts, 
liabilities, or obligations of the Loan Parties assigned to Agent or a Lender, and (b) perform when due the Loan 
Parties’ duties under the Loan Documents. 


“OFAC” means The Office of Foreign Assets Control of the U.S. Department of the Treasury. 


“Other Connection Taxes” means, with respect to any Recipient, Taxes imposed as a result of a present or former 
connection between such Recipient and the jurisdiction imposing such Tax (other than connections arising from 
such Recipient having executed, delivered, become a party to, performed its obligations under, received payments 
under, received or perfected a security interest under, engaged in any other transaction pursuant to or enforced 
any Loan Document, or sold or assigned an interest in any Credit Extension or any Loan Document). 


“Other Taxes” means all present or future stamp, court or documentary, intangible, recording, filing or similar 
Taxes that arise from any payment made under, from the execution, delivery, performance, enforcement or 
registration of, from the receipt or perfection of a security interest under, or otherwise with respect to, any Loan 
Document, except any such Taxes that are Other Connection Taxes imposed with respect to an assignment. 


“Parent” has the meaning assigned in the preamble to this Agreement. 


“Patents” means all patents, patent applications and like protections including without limitation improvements, 
divisions, continuations, renewals, reissues, extensions and continuations-in-part of the same. 


“Periodic Payments” means all installments or similar recurring payments that Borrower may now or hereafter 
become obligated to pay to Agent or to a Lender pursuant to the terms and provisions of any instrument or 
agreement now or hereafter in existence between Borrower and Agent and/or a Lender. 


“Permitted Acquisition” means any Acquisition that complies with all of the following conditions: 


(a) no Event of Default exists immediately before the Acquisition or would result from the consummation 
of the Acquisition; 


(b) — the Person acquired is a type of business (or the assets acquired are used in a type of business) 
permitted to be engaged in by Loan Parties under this Agreement; 


(c) the Acquisition is consensual (not “hostile”) and, if applicable, has been approved by the target’s 
Board and the target’s stockholders or other equityholders; 


(d) inthe case of a merger involving a Loan Party, such Loan Party is the surviving entity; 
(e) the Acquisition does not result in a Change in Control; 


(f) the Acquired EBITDA from the Acquisition, together with the aggregate Acquired EBITDA for all 
previous Acquisitions consummated during the term of this Agreement, is not less than negative One Hundred 
Million Dollars (-$100,000,000); 


(g) Loan Parties do not incur Indebtedness (other than Permitted Indebtedness) or become subject to liens 
(other than Permitted Liens) as a result of the Acquisition; 


(h) | Agent and the Lenders receive executed versions of the documents accomplishing the Acquisition 
within ten (10) Business Days after the closing of the Acquisition; 


(i) Agent and the Lenders receive, within ten (10) Business Days after the closing of the Acquisition, (i) 
a description of the Acquisition and, to the extent prepared, material and customary legal and business diligence 
reports, (ii) to the extent available, summary historical annual audited and quarterly unaudited financial statements 
(including a balance sheet, income statement and cash flow statement) of the target for the previous twelve (12)- 
month period, and (iii) to the extent prepared, pro forma forecasted balance sheets, income statements and cash 
flow statements of Borrower and its Subsidiaries, all prepared on a basis consistent with its historical financial 
statements, subject to adjustments to reflect projected consolidated operations following the Acquisition, for the 
one (1)-year period following the date of the proposed Acquisition; 


(j) to the extent required by Section 6.10 of this Agreement, any Subsidiary of a Loan Party acquired in 
the Acquisition shall, within forty five (45) days (or such longer period of time as the Required Lenders may 
agree in writing) of the consummation of the Acquisition, become a co-borrower or guarantor hereunder and grant 
a first-priority Lien on its assets to Agent (subject to exclusions consistent with the definition of “Collateral” 
herein), all on documentation reasonably acceptable to Agent; 


(k) the Acquisition complies with applicable laws and regulations in all material respects; and 


(I) Borrower delivers to Agent and the Lenders, prior to the consummation of the Acquisition, a certificate 
of a Responsible Officer of Borrower, certifying that all of the conditions set forth in this definition of “Permitted 
Acquisition” have been met or will be satisfied on or prior to the consummation of the Acquisition (or, if permitted 
to be satisfied after the consummation of the Acquisition, will be satisfied within the time period required in this 
definition). 


“Permitted Indebtedness” means: 


(a) Indebtedness of Borrower in favor of Agent or a Lender arising under this Agreement or any other 
Loan Document; 


(b) Indebtedness existing on the Closing Date and disclosed in the Disclosure Letter; 


(c) Indebtedness not to exceed $10,000,000 in the aggregate at any time secured by a lien described in 
clause (c) of the defined term “Permitted Liens,” provided that such Indebtedness does not exceed at the time it 
is incurred the lesser of the cost or fair market value of the property financed with such Indebtedness; 


(d) Subordinated Debt; 
(e) Indebtedness to trade creditors incurred in the ordinary course of business; 


(f) Indebtedness in connection with banking products or services such as corporate credit card services, 
foreign exchange contracts, letters of credit, or other treasury management services, in each case secured by 
segregated cash collateral held by the provider of such products or services; provided that any such Indebtedness 
to Persons other than a Lender may not exceed an aggregate of $5,000,000; 


(g) Indebtedness of Borrower to any Subsidiary and of any Subsidiary to Borrower or any other 
Subsidiary; provided that (i) Indebtedness of any Subsidiary that is not a Loan Party owing to a Loan Party 
permitted by this clause (g) shall be subject to Section 7.7, and (ii) Indebtedness owed by any Loan Party to any 
Subsidiary that is not a Loan Party shall be subordinated to the Obligations on terms reasonably satisfactory to 
Agent; 


(h) Indebtedness under surety bonds in an aggregate amount not to exceed $250,000,000 outstanding at 
any time; 


(i) Indebtedness constituting reimbursement obligations to payment processors, so long as any particular 
reimbursement obligation exists for no more than three (3) Business Days; 


(j) Other unsecured Indebtedness in the aggregate principal amount not to exceed $10,000,000 
outstanding at any time; 


(k) Capital lease obligations to the extent that the underlying lease is required to be treated as a capital 
lease under Accounting Standards Codification 842, Leases (or any other Accounting Standards Codification 
having similar result or effect) (and related interpretations) where such lease would have been treated as an 
operating lease prior to the effectiveness of such Accounting Standards Codification; and 


(I) Extensions, refinancings and renewals of any items of Permitted Indebtedness, provided that the 
principal amount is not increased or the terms modified to impose materially more burdensome terms upon 
Borrower or its Subsidiary, as the case may be, and without duplication of any limit on the amount of such 
Permitted Indebtedness otherwise permitted hereunder. 


“Permitted Investments” means: 
(a) Investments existing on the Closing Date and disclosed in the Disclosure Letter; 


(b) (i) Marketable direct obligations issued or unconditionally guaranteed by the United States of America 
or any agency or any state thereof maturing within one (1) year from the date of acquisition thereof, (ii) 
commercial paper maturing no more than one (1) year from the date of creation thereof and currently having 
rating of at least A-2 or P-2 from either Standard & Poor’s Corporation or Moody’s Investors Service, (iii) Agent’s 
or any Lender’s certificates of deposit maturing no more than one (1) year from the date of investment therein, 
(iv) Agent’s or any Lender’s money market accounts; (v) Investments in regular deposit or checking accounts 
permitted by, and subject to the terms and conditions of, Section 6.6 of this Agreement, and (vi) Investments 
made in accordance with any investment policy adopted by a Loan Party’s Board (including, without limitation, 
investments in digital currencies to the extent made in accordance with such a policy); 


(c) Investments accepted in connection with Permitted Transfers; 


(d) (i) Investments of Subsidiaries in or to other Subsidiaries or a Loan Party and (ii) Investments by the 
Loan Parties in Subsidiaries not to exceed Fifteen Million Dollars ($15,000,000) in the aggregate in any fiscal 
year (other than Investments by a Loan Party in or to another Loan Party, which shall not in any way be limited 
under the terms of this Agreement); provided, however, that Investments by the Loan Parties in Subsidiaries of 
the Loan Parties which are not organized under the laws of the United States or a territory thereof shall not exceed 
Five Million Dollars ($5,000,000) in the aggregate in any fiscal year; 


(e) Investments not to exceed $3,000,000 outstanding in the aggregate at any time consisting of (i) travel 
advances and employee relocation loans and other employee loans and advances in the ordinary course of 
business, and (ii) loans to employees, officers or directors; 


(f) Investments (including debt obligations) received in connection with the bankruptcy or reorganization 
of customers or suppliers and in settlement of delinquent obligations of, and other disputes with, customers or 
suppliers arising in the ordinary course of a Loan Party’s business; 


(g) Investments consisting of notes receivable of, or prepaid royalties and other credit extensions to, 
customers and suppliers who are not Affiliates, in the ordinary course of business, provided that this subparagraph 
(g) shall not apply to Investments of any Loan Party in any Subsidiary; 


(h) Joint ventures or strategic alliances in the ordinary course of a Loan Party’s business consisting of the 
non-exclusive licensing of technology, the development of technology, or the providing of technical support, 
provided that any cash Investments by the Loan Parties do not exceed $10,000,000 in the aggregate in any fiscal 
year; 


(i) Investments in SBTech (Global) Limited and its Subsidiaries in an amount not to exceed an aggregate 
of $110,000,000 during any fiscal year; 


(j) Investments in Golden Nugget Online Gaming, LLC in an amount not to exceed an aggregate of 
$50,000,000 during any fiscal year; 


(k) Investments not otherwise permitted by the foregoing in an aggregate amount not to exceed 
$10,000,000; and 


(I) Investments permitted under Section 7.3. 
“Permitted Liens” means: 


(a) — Any Liens existing on the Closing Date and disclosed in the Disclosure Letter (excluding Liens to be 
satisfied with the proceeds of the Credit Extensions) or arising under this Agreement, the other Loan Documents, 
or any other agreement in favor of Agent for the benefit of Lenders or any Lender; 


(b) Liens for taxes, fees, assessments or other governmental charges or levies, either not delinquent or 
being contested in good faith by appropriate proceedings and for which Borrower maintains adequate reserves on 
a consolidated basis; 


(c) Liens not to exceed $10,000,000 in the aggregate at any time (i) upon or in any Equipment (other than 
Equipment financed by a Credit Extension) acquired or held by a Loan Party or any of its Subsidiaries to secure 
the purchase price of such Equipment or indebtedness incurred solely for the purpose of financing the acquisition 
or lease of such Equipment, or (ii) existing on such Equipment at the time of its acquisition, in each case provided 
that the Lien is confined solely to the property so acquired and improvements thereon, and the proceeds of such 
Equipment; 


(d) Liens incurred in connection with the extension, renewal or refinancing of the indebtedness secured 
by Liens of the type described in clauses (a) through (c) above, provided that any extension, renewal or 
replacement Lien shall be limited to the property encumbered by the existing Lien and the principal amount of 
the indebtedness being extended, renewed or refinanced does not increase and without duplication of any limit 
on the amount of such Permitted Lien otherwise permitted hereunder; 


(e) Liens arising from judgments, decrees or attachments in circumstances not constituting an Event of 
Default under Section 8.4 (attachment) or 8.7 (judgments); 


(f) Liens securing Subordinated Debt, provided that such Liens do not encumber assets beyond those 
assets comprising the Collateral; 


(g) Subject to Section 6.6 of this Agreement, Liens in favor of other financial institutions arising in 
connection with a Loan Party’s deposit accounts held at such institutions to secure standard fees for deposit 
services charged by, but not financing made available by, such institutions; 


(h) Deposits or other Liens, in each case made or incurred in the ordinary course of business, under 
worker’s compensation, unemployment insurance, social security and other similar laws (other than Liens arising 
under ERISA or environmental Liens), or to secure the performance of bids, tenders or contracts (other than for 
the repayment of borrowed money); 


(i) Deposits or other Liens to secure indemnity obligations under surety bonds permitted by clause (h) of 
the definition of “Permitted Indebtedness”, provided that (i) any such Lien has no priority over Agent’s security 
interest in the Collateral, and (ii) the depositing or segregating of cash to secure such obligations would not result 
in an Event of Default; 


(j) Liens of materialmen, mechanics, warehousemen, carriers, artisan’s or other similar Liens arising in 
the ordinary course of a Loan Party’s business or by operation of law, which are not past due or which are being 
contested in good faith by appropriate proceedings and for which reserves reasonably satisfactory to Agent have 
been established; and 


(k) Liens on segregated cash collateral securing Indebtedness permitted by clause (f) of the definition of 
“Permitted Indebtedness”. 


“Permitted Transfer’ means the conveyance, sale, lease, transfer or disposition by the Loan Parties or their 
Subsidiaries of: 


(a) Inventory in the ordinary course of business; 


(b) licenses and similar arrangements for the use of the property of a Loan Party or its Subsidiaries in the 
ordinary course of business; 


(c) (i) worn-out, surplus or obsolete Equipment, and (ii) any abandonment, failure to maintain or non- 
renewal of any Intellectual Property (or rights relating thereto) that the Loan Parties or any of their Subsidiaries 
determines in good faith is desirable in the conduct of its business and which does not, individually, or in the 
aggregate, interfere in any material respect with the ordinary conduct of the business of Loan Parties and their 
Subsidiaries, taken as a whole; 


(d) grants of security interests and other Liens that constitute Permitted Liens; 
(e) dispositions of property to the extent that (x) such property is exchanged for credit against the purchase 


price of similar replacement property or (y) the proceeds of such disposition are promptly applied to the purchase 
price of such replacement property; 


(f) Transfers of cash and other assets among Loan Parties and transfers of cash and other assets by any 
Subsidiary that is not a Loan Party to any Loan Party or any other Subsidiary; 


(g) Transfers constituting Permitted Investments; 


(h) — the equity interests of Golden Nugget Online Gaming VA, LLC, provided that a Loan Party or 
Subsidiary receives the proceeds of such Transfer; and 


(i) other assets of the Loan Parties or their Subsidiaries that do not in the aggregate exceed $3,000,000 
during any fiscal year. 


“Person” means any individual, sole proprietorship, partnership, limited liability company, joint venture, trust, 
unincorporated organization, association, corporation, institution, public benefit corporation, firm, joint stock 
company, estate, entity or governmental agency. 


“Player Deposits” means, collectively, (i) cash maintained by a Loan Party or Subsidiary and held in one or more 
segregated accounts for, or on behalf of, such Loan Party’s or Subsidiary’s customers and (ii) digital assets 
(including, for the avoidance of doubt, non-fungible tokens and cryptocurrency) maintained by a Loan Party or 
Subsidiary for, or on behalf of, such Loan Party’s or Subsidiary’s customers. 


“Prime Rate” means the variable rate of interest, per annum, most recently announced by Agent as its “prime 
rate,” whether or not such announced rate is the lowest rate available from Agent. 


“Promissory Note” means a promissory note issued by Borrower in favor of a Lender evidencing the obligation 
of Borrower to repay a Credit Extension, and “Promissory Notes” means all such promissory notes. 


“Pro Rata Share” means, with respect to any Lender, the percentage of all Commitments represented by such 
Lender’s total Commitments; provided that, if a loan facility’s Commitments have terminated or expired, Pro 
Rata Shares will be determined by the outstanding principal amount of Credit Extensions under that loan facility. 


“Providing Lender” means, with respect to any Ancillary Services provided in accordance with this Agreement, 
the Lender providing those Ancillary Services in its capacity as such (provided that such Lender has delivered to 
Agent a completed and executed Designation Notice with respect to such Ancillary Services). In the case of any 
Ancillary Services provided by a Person who is no longer a Lender, such Person shall be considered a Providing 
Lender only through the stated termination date (without extension or renewal after such time as such Person is 
no longer a Lender) of such Ancillary Services. 


“PWB Cash Threshold Amount” means the lesser of (a) $200,000,000 and (b) 20% of Total Cash; provided that 
“PWB Cash Threshold Amount” must include at all times at least $75,000,000 of Loan Parties’ unrestricted cash 
(excluding, for the avoidance of doubt, any Player Deposits). 


“Qualified ECP Guarantor” means, in respect of any Regulated Swap Obligation, each Loan Party that has total 
assets exceeding $10,000,000 at the time the relevant Guarantee or grant of the relevant security interest becomes 
effective with respect to such Regulated Swap Obligation or such other Person who constitutes an “eligible 
contract participant” under the Commodity Exchange Act or any regulations promulgated thereunder and can 
cause another Person to qualify as an “eligible contract participant” at such time by entering into a keepwell under 
Section 1a(18)(A)(v)(Il) of the Commodity Exchange Act. 


“Recipient” means Agent or any Lender, as applicable. 


“Regulated Swap Obligation” means any obligation to pay or perform under any agreement, contract or 
transaction that constitutes a “swap” within the meaning of Section 1a(47) of the Commodity Exchange Act. 


“Reimbursement Obligations” means the reimbursement or repayment obligations of a Loan Party to a Providing 
Lender arising under or relating to Ancillary Services. 


“Related Persons” means, with respect to any Person, each Affiliate of such Person and each director, officer, 
employee, agent, trustee, representative, attorney, accountant and each insurance, environmental, legal, financial 
and other advisor and other consultants and agents of or to such Person or any of its Affiliates. 


“Required Lenders” means, as of any date of determination, (a) in the event there are two or fewer Lenders, all 
such Lenders, (b) in the event there are more than two Lenders, those Lenders who collectively hold more than 
667% of the Commitments, or, if the Commitments have been terminated, those Lenders who collectively hold 
more than 6674% of the aggregate outstanding principal amount of all Credit Extensions; provided, however, that 
(x) so long as Pacific Western Bank holds any Commitment, ‘Required Lenders’ shall include Pacific Western 
Bank, and (y) so long as Citizens holds any Commitment, ‘Required Lenders’ shall include Citizens. 
Notwithstanding the foregoing, the Commitments and Credit Extensions of any Defaulting Lender will be 
excluded for purposes of making a determination of ‘Required Lenders’. For purposes of this definition only, a 
Lender is deemed to include itself and any Lender that is an Affiliate of such Lender. 


“Responsible Officer” means, with respect to any Loan Party, each of the Chief Executive Officer, the Chief 
Operating Officer, the Chief Financial Officer, the Chief Accounting Officer, the Senior Vice President and Vice 
President of Finance, the Controller and the Secretary and Assistant Secretary of such Loan Party, as well as any 
other officer or employee identified as an Authorized Officer in the corporate resolution delivered by such Loan 
Party to Agent in connection with this Agreement. 


“Revenue” means revenue recognized in accordance with GAAP. 


“Sanctioned Jurisdiction” means a country subject to a sanctions program maintained under any Anti-Terrorism 
Law. 


“Sanctioned Person” means (a) a Person that is the subject of sanctions administered by OFAC or the U.S. 
Department of State, including by virtue of being (i) named on OFAC’s list of “Specially Designated Nationals 
and Blocked Persons”; (ii) organized under the laws of, ordinarily resident in, or physically located in a 
Sanctioned Jurisdiction; or (iii) owned or controlled 50% or more in the aggregate, by one or more Persons that 
are the subject of sanctions administered by OFAC; (b) a Person that is the subject of sanctions maintained by the 
European Union (“E.U.”’), including by virtue of being named on the E.U.’s “Consolidated list of persons, groups 
and entities subject to E.U. financial sanctions” or other, similar lists; (c) a Person that is the subject of sanctions 
maintained by the United Kingdom, including by virtue of being named on the “Consolidated List Of Financial 
Sanctions Targets in the U.K.” or other, similar lists; or (d) a Person that is the subject of sanctions imposed by 
any Governmental Authority of a jurisdiction whose laws apply to this Agreement. 


“Shares” means (a) sixty-five percent (65%) of the issued and outstanding voting Capital Stock owned or held of 
record by a Loan Party in any direct and wholly-owned Excluded Subsidiary of such Loan Party, and (b) one 
hundred percent (100%) of all other Capital Stock (excluding voting Capital Stock of any direct and wholly- 


owned Excluded Subsidiary) owned or held of record by a Loan Party in any Subsidiary of such Loan Party (in 
each case, whether presently owned or hereafter acquired). 


“SOS Reports” means the official reports from the Secretaries of State of the state where a Loan Party’s chief 
executive office is located, each state of a Loan Party’s formation, and other applicable federal, state or local 
government offices identifying all current security interests filed in the Collateral and Liens of record as of the 
date of such report. 


“Subordinated Debt” means any debt incurred by a Loan Party that is subordinated in writing to the debt owing 
by Borrower or a Loan Party to Agent and the Lenders pursuant to a subordination, intercreditor or other similar 
agreement in form and substance satisfactory to Agent and the Required Lenders. 


“Subsidiary” means any corporation, partnership or limited liability company or joint venture in which (a) any 
general partnership interest or (b) more than 50% of the stock, limited liability company interest or joint venture 
of which by the terms thereof ordinary voting power to elect the Board of the entity, at the time as of which any 
determination is being made, is owned by one or more Loan Parties, either directly or through an Affiliate. 


“Taxes” means all present or future taxes, levies, imposts, duties, deductions, withholdings (including backup 
withholding), assessments, fees or other charges imposed by any Governmental Authority, including any interest, 
additions to tax or penalties applicable thereto. 


“Total Cash” means the sum of (a) Total Operating Cash plus (b) cash Player Deposits. 

“Total Operating Cash” means all of Loan Parties’ unrestricted cash (excluding, for the avoidance of doubt, any 
Player Deposits) and any MSC Subsidiary’s cash or cash-equivalent investment property, but excluding cash 
maintained in a segregated account to comply with legal or regulatory requirements applicable to a Loan Party 
due to Loan Parties’ Gaming businesses. 

“Trademarks” means any trademark and servicemark rights, whether registered or not, applications to register 
and registrations of the same and like protections, and the entire goodwill of the business of the Loan Parties 
connected with and symbolized by such trademarks. 

“U.S. Person” means any Person that is a “United States Person” as defined in Section 7701(a)(30) of the IRC. 


“Withholding Agent” means each Loan Party and Agent. 


EXHIBIT B 


DEBTOR: DRAFTKINGS INC. 
DRAFTKINGS HOLDINGS INC. 
DK CROWN HOLDINGS INC. 
CROWN GAMING INC. 
CROWN DFS INC. 
GOLDEN NUGGET ONLINE GAMING, INC. 


SECURED PARTY: PACIFIC WESTERN BANK, AS AGENT 


COLLATERAL DESCRIPTION ATTACHMENT TO LOAN AND SECURITY AGREEMENT 


All personal property of each Debtor, whether presently existing or hereafter created or acquired, and wherever 
located, including, but not limited to: 


(a) all accounts (including health-care-insurance receivables), chattel paper 
(including tangible and electronic chattel paper), deposit accounts, documents (including negotiable 
documents), equipment (including all accessions and additions thereto), financial assets, general intangibles 
(including patents, trademarks, copyrights, goodwill, payment intangibles, domain names, and software), goods 
(including fixtures), instruments (including promissory notes), inventory (including all goods held for sale or 
lease or to be furnished under a contract of service, and including returns and repossessions), investment 
property (including securities and securities entitlements), letter of credit rights, money, and all of each Debtor’s 
books and records with respect to any of the foregoing, and the computers and equipment containing said books 
and records; 


(b) any and all cash proceeds and/or noncash proceeds of any of the foregoing, 
including, without limitation, insurance proceeds, and all supporting obligations and the security therefor or for 
any right to payment. 


All terms above have the meanings given to them in the North Carolina Uniform Commercial Code, as amended 
or supplemented from time to time, including revised Article 9 of the Uniform Commercial Code-Secured 
Transactions. 


Exhibit B 


EXHIBIT C 


LOAN ADVANCE/PAYDOWN REQUEST FORM 


[please see attached] 


Exhibit C 


EXHIBIT D 


COMPLIANCE CERTIFICATE 


[please see attached] 


EXHIBIT E-1 


U.S. Tax Compliance Certificate 
(For Foreign Lenders That Are Not Partnerships for U.S. Federal Income Tax Purposes) 


Reference is hereby made to the Loan and Security Agreement dated as of December 20, 2022 (as 
amended, supplemented or otherwise modified from time to time, the “Loan Agreement’), among DraftKings 
Inc., a Nevada corporation (“Borrower”), Pacific Western Bank, as Agent, and each Lender and Guarantor from 
time to time party thereto. 


Pursuant to the provisions of Section 2.9 of the Loan Agreement, the undersigned hereby certifies that 
(i) it is the sole record and beneficial owner of the Credit Extension(s) (as well as any Promissory Note(s) 
evidencing such Credit Extension(s)) in respect of which it is providing this certificate, (ii) it is not a bank within 
the meaning of Section 881(c)(3)(A) of the IRC, (iii) it is not a ten percent shareholder of Borrower within the 
meaning of Section 871(h)(3)(B) of the IRC and (iv) it is not a controlled foreign corporation related to Borrower 
as described in Section 881(c)(3)(C) of the IRC. 


The undersigned has furnished Agent and Borrower with a certificate of its non-U.S. Person status on IRS 
Form W-8BEN (or W-8BEN-E, as applicable). By executing this certificate, the undersigned agrees that (1) if 
the information provided on this certificate changes, the undersigned shall promptly so inform Borrower and 
Agent, and (2) the undersigned shall have at all times furnished Borrower and Agent with a properly completed 
and currently effective certificate in either the calendar year in which each payment is to be made to the 
undersigned, or in either of the two (2) calendar years preceding such payments. 


Unless otherwise defined herein, terms defined in the Loan Agreement and used herein shall have the 
meanings given to them in the Loan Agreement. 


[NAME OF LENDER] 


Date: (20). 


EXHIBIT E-2 


U.S. Tax Compliance Certificate 
(For Foreign Participants That Are Not Partnerships for U.S. Federal Income Tax Purposes) 


Reference is hereby made to the Loan and Security Agreement dated as of December 20, 2022 (as 
amended, supplemented or otherwise modified from time to time, the “Loan Agreement”), among DraftKings 
Inc., a Nevada corporation (“Borrower”), Pacific Western Bank, as Agent, and each Lender and Guarantor from 
time to time party thereto. 


Pursuant to the provisions of Section 2.9 of the Loan Agreement, the undersigned hereby certifies that 
(i) it is the sole record and beneficial owner of the participation in respect of which it is providing this certificate, 
(ii) it is not a bank within the meaning of Section 881(c)(3)(A) of the IRC, (iii) it is not a ten percent shareholder 
of Borrower within the meaning of Section 871(h)(3)(B) of the IRC and (iv) it is not a controlled foreign 
corporation related to Borrower as described in Section 881(c)(3)(C) of the IRC. 


The undersigned has furnished its participating Lender with a certificate of its non-U.S. Person status on 
IRS Form W-8BEN (or W-8BEN-E, as applicable). By executing this certificate, the undersigned agrees that 
(1) if the information provided on this certificate changes, the undersigned shall promptly so inform such Lender 
in writing, and (2) the undersigned shall have at all times furnished such Lender with a properly completed and 
currently effective certificate in either the calendar year in which each payment is to be made to the undersigned, 
or in either of the two (2) calendar years preceding such payments. 


Unless otherwise defined herein, terms defined in the Loan Agreement and used herein shall have the 
meanings given to them in the Loan Agreement. 


[NAME OF PARTICIPANT] 
By: 

Name: 

Title: 


Date: {20 _ 


EXHIBIT E-3 


U.S. Tax Compliance Certificate 
(For Foreign Participants That Are Partnerships for U.S. Federal Income Tax Purposes) 


Reference is hereby made to the Loan and Security Agreement dated as of December 20, 2022 (as 
amended, supplemented or otherwise modified from time to time, the “Loan Agreement’), among DraftKings 
Inc., a Nevada corporation (“Borrower”), Pacific Western Bank, as Agent, and each Lender and Guarantor from 
time to time party thereto. 


Pursuant to the provisions of Section 2.9 of the Loan Agreement, the undersigned hereby certifies that 
(i) it is the sole record owner of the participation in respect of which it is providing this certificate, (ii) its direct 
or indirect partners/members are the sole beneficial owners of such participation, (iii) with respect such 
participation, neither the undersigned nor any of its direct or indirect partners/members is a bank extending credit 
pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of 
Section 881(c)(3)(A) of the IRC, (iv) none of its direct or indirect partners/members is a ten percent shareholder 
of Borrower within the meaning of Section 871(h)(3)(B) of the IRC and (v) none of its direct or indirect 
partners/members is a controlled foreign corporation related to Borrower as described in Section 881(c)(3)(C) of 
the IRC. 


The undersigned has furnished its participating Lender with IRS Form W-8IMY accompanied by one of 
the following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) an 
IRS Form W-8BEN (or W-8BEN-E, as applicable) or (ii) an IRS Form W-8IMY accompanied by an IRS Form 
W-8BEN (or W-8BEN-E, as applicable) from each of such partner’s/member’s beneficial owners that is claiming 
the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information 
provided on this certificate changes, the undersigned shall promptly so inform such Lender and (2) the 
undersigned shall have at all times furnished such Lender with a properly completed and currently effective 
certificate in either the calendar year in which each payment is to be made to the undersigned, or in either of the 
two (2) calendar years preceding such payments. 


Unless otherwise defined herein, terms defined in the Loan Agreement and used herein shall have the 
meanings given to them in the Loan Agreement. 


[NAME OF PARTICIPANT] 


Date: (20. _ 


EXHIBIT E-4 


U.S. Tax Compliance Certificate 
(For Foreign Lenders That Are Partnerships for U.S. Federal Income Tax Purposes) 


Reference is hereby made to the Loan and Security Agreement dated as of December 20, 2022 (as 
amended, supplemented or otherwise modified from time to time, the “Loan Agreement’), among DraftKings 
Inc., a Nevada corporation (“Borrower”), Pacific Western Bank, as Agent, and each Lender and Guarantor from 
time to time party thereto. 


Pursuant to the provisions of Section 2.9 of the Loan Agreement, the undersigned hereby certifies that 
(i) it is the sole record owner of the Credit Extension(s) (as well as any Promissory Note(s) evidencing such Credit 
Extension(s)) in respect of which it is providing this certificate, (ii) its direct or indirect partners/members are the 
sole beneficial owners of such Credit Extension(s) (as well as any Promissory Note(s) evidencing such Credit 
Extension(s)), (iii) with respect to the extension of credit pursuant to the Loan Agreement or any other Loan 
Document, neither the undersigned nor any of its direct or indirect partners/members is a bank extending credit 
pursuant to a loan agreement entered into in the ordinary course of its trade or business within the meaning of 
Section 881(c)(3)(A) of the IRC, (iv) none of its direct or indirect partners/members is a ten percent shareholder 
of Borrower within the meaning of Section 871(h)(3)(B) of the IRC and (v) none of its direct or indirect 
partners/members is a controlled foreign corporation related to Borrower as described in Section 881(c)(3)(C) of 
the IRC. 


The undersigned has furnished Agent and Borrower with IRS Form W-8IMY accompanied by one of the 
following forms from each of its partners/members that is claiming the portfolio interest exemption: (i) an IRS 
Form W-8BEN (or W-8BEN-E, as applicable) or (ii) an IRS Form W-8IMY accompanied by an IRS Form W- 
8BEN (or W-8BEN-E, as applicable) from each of such partner’s/member’s beneficial owners that is claiming 
the portfolio interest exemption. By executing this certificate, the undersigned agrees that (1) if the information 
provided on this certificate changes, the undersigned shall promptly so inform Borrower and Agent, and (2) the 
undersigned shall have at all times furnished Borrower and Agent with a properly completed and currently 
effective certificate in either the calendar year in which each payment is to be made to the undersigned, or in 
either of the two (2) calendar years preceding such payments. 


Unless otherwise defined herein, terms defined in the Loan Agreement and used herein shall have the 
meanings given to them in the Loan Agreement. 


[NAME OF LENDER] 


Date: p20: 


EXHIBIT F 
ASSIGNMENT AND ASSUMPTION 


This Assignment and Assumption (this “Assignment and Assumption’’) is dated as of the Effective 
Date set forth below and is entered into by and between [Insert name of Assignor] (the “Assignor’”’) 
and [Insert name of Assignee] (the “Assignee”). Capitalized terms used but not defined herein 
shall have the meanings given to them in the Loan Agreement identified below (as amended, the 
“Loan Agreement’), receipt of a copy of which is hereby acknowledged by the Assignee. The 
Standard Terms and Conditions set forth in Annex 1 attached hereto are hereby agreed to and 
incorporated herein by reference and made a part of this Assignment and Assumption as if set forth 
herein in full. 


For an agreed consideration, the Assignor hereby irrevocably sells and assigns to the Assignee, 
and the Assignee hereby irrevocably purchases and assumes from the Assignor, subject to and in 
accordance with the Standard Terms and Conditions and the Loan Agreement, as of the Effective 
Date inserted by Agent as contemplated below (i) all of the Assignor’s rights and obligations in its 
capacity as a Lender under the Loan Agreement and any other documents or instruments delivered 
pursuant thereto to the extent related to the amount and percentage interest identified below of all 
of such outstanding rights and obligations of the Assignor under the respective facilities identified 
below (including any letters of credit, guarantees, and ancillary services included in such facilities) 
and (ii) to the extent permitted to be assigned under applicable law, all claims, suits, causes of 
action and any other right of the Assignor (in its capacity as a Lender) against any Person, whether 
known or unknown, arising under or in connection with the Loan Agreement, any other documents 
or instruments delivered pursuant thereto or the loan transactions governed thereby or in any way 
based on or related to any of the foregoing, including, but not limited to, contract claims, tort 
claims, malpractice claims, statutory claims and all other claims at law or in equity related to the 
rights and obligations sold and assigned pursuant to clause (i) above (the rights and obligations 
sold and assigned pursuant to clauses (i) and (ii) above being referred to herein collectively as the 
“Assigned Interest’). Such sale and assignment is without recourse to the Assignor and, except 
as expressly provided in this Assignment and Assumption, without representation or warranty by 
the Assignor. 


1. Assignor: 


2. Assignee: [and is an Affiliate/Approved Fund of [identify 
Lender]] 


3. Borrower: DraftKings Inc., a Nevada corporation 
4. Agent: Pacific Western Bank, as agent under the Loan Agreement 


5. Loan Agreement: Loan and Security Agreement dated as of December 20, 2022 among 
Borrower, the other Loan Parties, Agent, and the Lenders listed on the signature pages thereof 


Assigned Interest: 


Aggregate Amount 
of Commitment / Amount of Commitment | Percentage Assigned of 
Credit Extensions for / Credit Extensions Commitment / Credit 
Commitment all Lenders Assigned? Extensions? 


[8. Trade Date: }° 


Effective Date: __, 20___ [TO BE INSERTED BY AGENT AND WHICH 
SHALL BE THE EFFECTIVE DATE OF RECORDATION OF TRANSFER IN THE 
REGISTER THEREFOR. ] 


The terms set forth in this Assignment and Assumption are hereby agreed to: 
ASSIGNOR 
[NAME OF ASSIGNOR] 
By: 
Name: 
Title: 
ASSIGNEE 
[NAME OF ASSIGNEE] 
By: 


Name: 
Title: 


1 Amount to be adjusted by the counterparties to take into account any payments or prepayments made between the Trade Date and the 
Effective Date. 

2 Set forth, to at least 9 decimals, as a percentage of the Commitment/Credit Extensions of all Lenders thereunder. 

3 To be completed if the Assignor(s) and the Assignee(s) intend that the minimum assignment amount is to be determined as of the Trade 
Date. 


[Consented to and]* Accepted: 


PACIFIC WESTERN BANK, 


as Agent 
By: 
Name: 
Title: 


[Consented to:]° 
DRAFTKINGS INC. 
By: 


Name: 
Title: 


4 Tobe added only if the consent of Agent is required by the terms of the Loan Agreement. 
5 To be added only if the consent of Borrower is required by the terms of the Loan Agreement. 


ANNEX 1 TO ASSIGNMENT AND ASSUMPTION 
STANDARD TERMS AND CONDITIONS FOR ASSIGNMENT AND ASSUMPTION 


als Representations and Warranties. 


1.1 Assignor. The Assignor (a) represents and warrants that (i) it is the legal and beneficial 
owner of the Assigned Interest, (ii) the Assigned Interest is free and clear of any lien, encumbrance or other 
adverse claim, and (iii) it has full power and authority, and has taken all action necessary, to execute and deliver 
this Assignment and Assumption and to consummate the transactions contemplated hereby; and (b) assumes no 
responsibility with respect to (i) any statements, warranties or representations made in or in connection with the 
Loan Agreement or any other Loan Document, (ii) the execution, legality, validity, enforceability, genuineness, 
sufficiency or value of the Loan Documents or any collateral thereunder, (iii) the financial condition of 
Borrower, any of its Subsidiaries or Affiliates or any other Person obligated in respect of any Loan Document, 
or (iv) the performance or observance by Borrower, any of its Subsidiaries or Affiliates or any other Person of 
any of their respective obligations under any Loan Document. 


1.2. Assignee. The Assignee (a) represents and warrants that (i) it has full power and 
authority, and has taken all action necessary, to execute and deliver this Assignment and Assumption and to 
consummate the transactions contemplated hereby and to become a Lender under the Loan Agreement, (ii) it 
meets all requirements of an Eligible Assignee under the Loan Agreement (subject to receipt of such consents 
as may be required under the Loan Agreement), (iii) from and after the Effective Date, it shall be bound by the 
provisions of the Loan Agreement as a Lender thereunder and, to the extent of the Assigned Interest, shall have 
the obligations of a Lender thereunder, (iv) it has received a copy of the Loan Agreement, together with copies 
of the most recent financial statements delivered pursuant to Section 6.2 thereof, as applicable, and such other 
documents and information as it has deemed appropriate to make its own credit analysis and decision to enter 
into this Assignment and Assumption and to purchase the Assigned Interest on the basis of which it has made 
such analysis and decision independently and without reliance on Agent or any other Lender, and (v) if itis a 
Foreign Lender, attached to the Assignment and Assumption is any documentation required to be delivered by it 
pursuant to the terms of the Loan Agreement, duly completed and executed by the Assignee; and (b) agrees that 
(i) it will, independently and without reliance on Agent, the Assignor or any other Lender, and based on such 
documents and information as it shall deem appropriate at the time, continue to make its own credit decisions in 
taking or not taking action under the Loan Documents, and (ii) it will perform in accordance with their terms all 
of the obligations that by the terms of the Loan Documents are required to be performed by it as a Lender. 


Z, Payments. From and after the Effective Date, Agent shall make all payments in respect of the 
Assigned Interest (including payments of principal, interest, fees and other amounts) to the Assignee whether 
such amounts have accrued prior to, on or after the Effective Date. The Assignor and the Assignee shall make 
all appropriate adjustments in payments by Agent for periods prior to the Effective Date or with respect to the 
making of this assignment directly between themselves. 


3. General Provisions. This Assignment and Assumption shall be binding upon, and inure to the 
benefit of, the parties hereto and their respective successors and assigns. This Assignment and Assumption 
may be executed in any number of counterparts, which together shall constitute one instrument. Delivery of an 
executed counterpart of a signature page of this Assignment and Assumption by telecopy shall be effective as 
delivery of a manually executed counterpart of this Assignment and Assumption. This Assignment and 
Assumption shall be governed by, and construed in accordance with, the law of the State of North Carolina. 


EXHIBIT G 


DESIGNATION NOTICE 
[Date] 


PACIFIC WESTERN BANK 

555 S. Mangum Street, Suite 1000 
Durham, NC 27701 

Attn: Loan Operations Manager 
Email: loannotices@pacwest.com 


with a copy to: 


PACIFIC WESTERN BANK 
131 Oliver Street, 2" Floor 
Boston, MA 02110 

Attn: Joel Marquis 

Email: jmarquis@pacwest.com 


To Whom It May Concern: 


Reference is made to that certain Loan and Security Agreement dated as of December 20, 2022 (as the 
same may be amended or modified from time to time, the “Loan Agreement”), by and among DraftKings Inc., as 
Borrower, Pacific Western Bank, as Agent, and each Lender and Guarantor from time to time party thereto. Terms 


defined in the Loan Agreement are used herein with the same meanings. 


The undersigned is [a Lender][an Affiliate of a Lender][a former Lender] and is the provider of Ancillary 
Services to one or more Loan Parties as described in Exhibit A to this letter agreement. By executing this letter 
agreement, the undersigned: (i) appoints Agent as its agent under the applicable Loan Documents and (ii) agrees 
to be bound by the provisions of the Loan Agreement applicable to Providing Lenders thereunder, including 


without limitation, Articles 9 and 15. 


Very truly yours, 


[NAME OF [LENDER][LENDER AFFILIATE][FORMER 


LENDER]] 
By: 
Name: 


Title: 


Acknowledged by: 


PACIFIC WESTERN BANK, 
as Agent 


By: 
Name: 


Title: 


Exhibit A 
Ancillary Services 


